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PREFACE  TO  THE  FIRST  EDITION. 

The  law  of  the  Stock  Excliangp  is  a  branch  of  the  law  of 
business,  and  a  branch  of  that  law  which  affects  a  very 
large  section  of  the  public ;  for,  apart  from  those  whose 
business  it  is  to  deal  in  stocks  and  shares,  there  are  few 
persons  of  any  means  who  do  not  at  some  time  have  deal- 
ings on  the  Stock  Exchange. 

This  work  is  an  attempt  to  give  a  concise  but  compre- 
heHsive  account  of  the  method  in  which  the  business  of 
the  Stock  Exchange  is  conducted^  and  of  the  law  relating 
to  such  business  ;  to  treat  of  the  business  somewhat  from 
the  point  of  view  of  a  lawyer,  and  of  the  law  somewhat 
from  the  point  of  view  of  a  business  man ;  and  to  provide  a 
text-book  wliich  will  be  of  use  to  business  men  and  the 
general  public  as  well  as  to  lawyers 

Of  recent  years  many  points  of  Stock  Exchange  law, 
previously  in  doubt,  have  been  settled  by  the  Courts,  and 
particularly  by  the  Commercial  Court,  which  has  in  so 
efficacious  and  expeditious  a  manner  dealt  with  cases 
involving  the  consideration  of  the  law  of  business.  Parti- 
cularly is  this  the  case  with  regard  to  the  position  of  per- 
sons who  have  dealings  open  on  the  Stock  Exchange 
when  a  "  default  "  occurs  ;  the  result  of  the  decision  being 
to  establish  that  the  default  of  a  broker,  generally  speakincr, 
does  not  affect  his  clients'  bargains  and  that  on  the  default 
of  a  jobber  a  client  has  no  legal  right  to  look  to  his  broker 
fur  the  fulfilment  of  bargains  that  the  broker  has  made  fur 
him  with  the  defaulting  jobber. 

That  so  many  points  have  recently  been  settled  is  one 
reason  that  we  have  ventured  to  think  that  a  new  work 
on  this  subject  may  be  of  value.  In  its  preparation  we 
have  been  exceptionally  fortunate  in  receiving  considerable 
assistance  from  two  recognised  authorities  on  the  law  and 
practice  of  the    Stock  Exchange,  Mr.  Rufds   Isaacs,  k.c. 
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and  Dr.  H.  L.  S.  Richardson,  ll.d.,  the  Official  Assignee 
of  the  Stock  Exchange. 

This  work  owes  its  origin  to  Mr.  Isaacs.  He  had 
intended  to  join  in  its  authorship^  but  found  his  time 
already  too  fully  occupied  to  enable  him  to  collaborate; 
but  he  has  always  been  ready  to  assist,  and  has  discussed 
with  us  many  of  the  more  difficult  points.  Further,  we 
have  had  at  our  disposal  most  of  the  numerous  opinions 
given  by  him  in  recent  years  on  the  subject. 

Dr.  RiCHAEDsONS,  from  his  official  position  on  the  Stock 
Exchange,  was  prevented  from  in  any  way  collaborating  ; 
but  he  has  rendered  very  great  assistance  in  reading  the 
original  draft  of  the  parts  of  the  work  which  deal  more 
particularly  with  the  practice  of  the  Stock  Exchange,  and 
with  Default,  and  has  placed  at  our  disposal  his  great 
knowledge  and  experience  of  the  subject,  and  made  many 
valuable  suggestions. 

We  desire  to  express  our  great  gratitude  to  Mr.  Isaacs 
and  Dr.  Richardson.  Our  thanks  are  also  due  to  the 
latter's  "  Deputy,"  Mr.  D.  J.  Stuart,  who  also  took  the 
trouble  to  read  through  and  make  suggestions  upon  the 
chapters  submitted  to  Dr.  Richardson. 

We  are  indebted  to  the  courtesy  of  the  Committee  of 
the  Stock  Exchange  for  the  permission  to  publish  the 
Rules  and  Regulations  as  an  Appendix. 

In  order  to  save  mere  repetition,  many  minor  points 
referred  to  in  the  Rules  have  not  been  mentioned  in  the  text ; 
but  considerable  care  has  been  devoted  to  the  preparation 
of  the  Index  ;  and  it  is  hoped  that  it  will  be  easy  to  find  any 
point  which  is  referred  to  either  in  the  text  or  in  the  Rules. 

A  series  of  new  Rules  regulating  the  admission  of 
members  has  recently  been  passed  by  the  Committee,  and 
has  necessitated  the  revision  of  that  portion  which  deals 
with  the  subject. 

The  Temple,  W.  S.  SCHWABE. 

D.cmb«r,  1904  G.  A.  H.  BRANSON. 
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iSiNcB  the  publication  ot  the  First  Edition  ot  this  work  not 
a  few  cases  have  arisen  in  which  important  points  affecting 
it  have  received  judicisl  elucidation.  In  particular  the 
much  debated  question  as  to  whether  default  was  an  act  of 
bankruptcy  has  been  decided  by  the  Court  of  Appeal  in 
P&nsford  Baktr  ^'  Cu.  v.  Union  of  Lomlon  and  Smitli's  Bank 
{>>'ee  pp.  289-240)  in  accordance  with  the  view  contended 
for  by  us  in  the  First  Edition.  The  doubts  as  to  the 
correctness  of  the  decision  in  Shaw  v.  Port  Philips  Gold 
Mining  Gompany  (.see  p.  38)  under  which  a  company  was 
held  to  be  estopped  from  denying  the  title  of  the  holder  of 
a  share  certificate  forged  by  the  Company's  secretary,  have 
been  confirmed,  and  the  case  overruled  by  the  House  of 
Lords  in  Buben  v.  Great  Fingall  Company  {see  p.  3'^).  That 
tribunal  has  also  given  important  decisions  particularly 
those  in  Oliver  v.  The  Bank  of  England  and  Sheffield 
Cnr-poration  v.  Barclay  [see  pp.  26-27j  as  to  the  liability 
of  a  broker  or  banker  who  innocently  introduces  the  wrong 
person  to  the  Bank  of  England  as  transferor  of  inscribed 
stock,  and  upon  the  kindred  question  of  the  liability  of  a 
person  who  innocently  puts  forward  a  forged  power  of 
attorney  or  a  forged  transfer. 

The  rules  of  the  Stock  Exchange  have  been  rearranged, 
renumbered  and  to  a  great  extent  remodelled.  Several 
alterations  have  been  uiade  as  the  outcome  of  the  desire  to 
regulate  the  relations  between  brokers  and  jobbers  and 
which  as  they  affect  those  relations  in  important  parti- 
culars have  correspondiugly  affected  the  duty  of  a  broker 
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to  his  client.  A  new  departure  has  been  made  of  direct 
interest  to  the  public  by  an  elaborate  series  of  rules  fixing 
the  minimum  commision  to  be  charged  by  brokers.  The 
Rules  are,  as  in  the  First  Edition^  printed  at  the  end  of  the 
book  by  kind  permission  of  the  Committee  of  the  Stock 
Exchange.  We  have  been  greatly  assisted  by  Mr.  Lionel 
Seymour  iu  the  preparation  of  this  edition  for  publication, 

W.  S.  SCHWA  BE, 
G.  A.  H.  BRANSON. 
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CHAP'J'KK  T. 

TliK   CONSriTUTION'   OF  THK  ^^TOCK   EXCHANnE. 

The  Stock  Excliani^e  is  :i  building  situated  in  'J'hrog- 
morton  Street,  in  the  City  oF  Loudon,  resorted  to  by  its 
memW'  rs  and  their  clerks,  the  public  being-  exclurled, 
for  the  purpose  of  deah'ng  with  each  other  in  various 
securities.  It  is  colloquially  known  as  the  "House." 
Its  constitution  is  now  regulated  by  the  Deed  of  Settle- 
ment of  1886.  The  proprietors  of  the  Stock  Exchange 
are  the  holders  of  shares  in  that  institution.  The  Shareholders, 
capital  consists  of  20,000  shares,  12Z,  paid,  with  un- 
limited liabihty.  There  is  a  debenture  debt  of  500.000/. 
The  shareholders  must  be  members  of  the  Stock  Ex- 
change, and  any  shareholder  ceasing  to  be  a  member 
must  transfer  his  shares  to  a  member  within  a  year. 
Every  member  must  be  a  shareholder  (a).  They  are 
represented  by  a  board  of  nine  Managers,  who,  as  Managers, 
representing  the  proprietors,  act  as  landlords  of  the 
building,  fix  and  alter  at  their  discretion  the  amounts 
to  be  paid  for  admission  and  subscription  by  the 
members  aud  their  clerks,  and  receive  and  control  the 
money  so  paid. 

S.E.  (a)   Rule?9. 
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Election. 


Officials. 


Meetiugs. 


Disciplinary 
jurisdiction. 


Sect.  I.— THE  COMMITTEE. 

Sub-sect.  (i). — 

Constitution  and  G-ENEifAL  Powers. 

The  members  elect  annually  by  ballot  thirty  of  their 
number  as  a  Committee  for  General  Purposes  (a).  No 
one  can  be  elected  as  a.  member  of  the  Committee 
unless  he  is  and  has  been  for  the  last  five  years  a 
member  of  the  Stock  Exchange  (6). 

The  Committee  have  a  chairman  and  deputy  chair- 
man, who  are  elected  annually  by  the  Committee  and 
hold  ofhce  for  one  year  (c). 

The  Committee  also  elect  a  secretary,  who  holds 
office  during  the  pleasure  of  the  Committee,  three 
scrutineers  of  ballot  {d),  and  certain  other  officials. 

Ordinary'  meetings  oi  the  Committee  are  held  every 
■week,  and  special  meetings  when  required  (e).  The 
Committee  may  determine  their  own  quorum,  but,  un- 
less otherwise  determined,  it  is  seven  (/). 

The  powers  of  the  Committee  are  very  v.'ide.  They 
regulate  the  transaction  of  business,  and  are  responsible 
for  the  maintenance  of  good  order  and  for  the  govern- 
ment of  the  members  {g). 

They  have  power  to  summon  members  and  their 
clerks  before  them;  and  in  all  cases  brought  under  their 
consideration  their  decision,  as  far  as  members  are  con- 
cerned, is  final  (h). 

The  disciplinary  jurisdiction  of  the  Committee  over 
members  is  in  practice  very  wide,  and  not  only  enables 
tliem  to  insist  that  all  dealings  between  members  shall 
conform  to  the  rules  and  be  free  from  all  fraud  or  dis- 
honesty, but  is  also  a  very  valuable  guarantee  to  the 


(a)  Eule  1. 
(fc)  lb.  2. 
(c)  lb.  6. 
{d)  lb.  7,  8, 


(e)  Rule  9. 
(/)  Jb.  4. 
(g)  lb.  5. 
(h)  lb.  11,  14. 
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public  that,  if  thoy  tMuploy  or  ileal  with  inombers  of 
the  Stock  Exchange,  tliey  will  be  fairly  treated. 

\*>y  a  majority  of  three-fourths  of  those  present  at,  a 
specially  convened  meeting,  the  Committee  may  expel, 
or  suspend  for  any  time  or  indetiuitely,  any  member 
who  violates  the  rules,  or  who  fails  to  comply  with 
their  decision,  or  who  is  guilty  of  disgraceful  or  dis- 
honourable conduct  [;l).  By  a  similar  majority  they 
may  censure  or  suspend  any  member  who  acts  in  a 
manner  detrimental  in  the  interests  of  the  Stock 
Exchange  or  unbecoming  to  a  member,  or  for  improper 
or  disorderly  conduct,  or  for  wilfully  obstructing 
business  (^•).  As  every  member  has  to  be  re-elected 
annually  (/),  they  can  refuse  to  reinstate  those  pre- 
viously expelled  or  suspended,  or  any  member  whom 
they  may  think  objectionable. 

The  Committee  may  make  public  the  fact  that  a 
member  lias  been  expelled  or  suspended,  or  that  a 
member  has  defaulted,  or  ceased  to  be  a  member, 
without  incurring  any  liability  in  an  action  at  law  by 
reason  of  such  publication  (v/i). 

The  powers  of  the  Committee  to  adjudicate  in  dis-  Adjudication 
putes  between  members  depend  rather  on  practice  and 
necessar}^  implication  from  the  rules  than  on  the  rules 
themselves.     The  rules  affecting  the  matter  may  be 
thus  summarised  : — 

(1)  The  Committee  shall  regulate  the  transaction  of 

business  on  the  Stock  Exchange  (n). 

(2)  They  may  make  rules  not  inconsistent  with  ex- 

isting ones,  and  may  dispense  with  the  strict 
enforcement  of  any  rules  (o). 

(i)  Rules  16,  18.  (m)  Rule  19. 

(A.-)  Ih.  17.  IS.  {v)  r>.  \ 

(I)  lb.  21.  {o)Ib.ro,  20. 
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(3)  The}^   may  summou   rnembers   and  their  clerks 

before  them  (i)). 

(4)  Their  decision  shall  be  final  {q). 

(5)  They  have  powers  of  expulsion  and  suspension, 

and  can  refuse  to  re-elecfc  (r). 

(6)  Members  may  not  sue  each  other  at  law  without 

consent  of  the  Committee  {s). 

(7)  The  Committee  will  not  entertain  any  applica- 

tion to  annul  any    bargain    unless    tiiere    is    a 
specific  allegation  of  fraud  or  wilful  misrepre- 
sentation [t). 
Acting  on  the  accepted  practice  and  the  spirit  of 
these  rules^  the  Committee  frequentlj^  decide  disputes 
between  members  arising  out  of  transactions  on  the 
Stock  Exchange,  and  the  rule  that  their  decision  is  final 
has  been  held  to  be  reasonable  (u).  They  have  decided 
on  whom  loss  shall  fall  when  forged  documents  have 
been  delivered  («)  ;  they  have  cancelled  all  bargains  in 
shares  of  a  new  company  where  the  allotment  of  all  the 
shares  had  been  frauduleutl}^  made  to  the  promoter  and 
his  nominees,  with   the  result  that   the  sellers  were 
"  cornered  ^^    x),  and  could  not  deliver;  under  similar 
circumstances   they    have    suspended    the   bu3nng-in 
rule   {y),   and   have  also  done  so  when  the  sellers  of 
American  securities  were  unable  to  deliver  owing  to  the 
fact  that  there  were  no  available  securities  in  London 
and  time  was   required   to   get   them  from  America. 

ip)  Kule  14.  («)  Ear'ker  v.  Edwards,  57  L. 
(fjf)  Ib.ll.  J.     Q.     B.  147 ;    Smith    v. 

(r)  lb.  16, 17,  -21.  Reynolds,  66  L.  T.  808. 

(s)  lb.  72.  As  to  suing  a  (vj)   lb. 

defaulter  or  his  prin-  (a)  See   post.    Chapter  VI., 

cipal,  see  i-tilel76.  p.  265. 

(t)  lb.  70.  (y)  See  post,  pp.  90,  221. 
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Rule  70  would  eeeiu  by  implication  to  give  the  Com- 
•mittec  powei-  to  cancel  bari]rains  between  members 
when  there  is  fraud  or  mistake,  though  whether  this 
means  Fraud  on  the  part  ot  one  of  the  members  or  his 
client,  or  fraud  by  any  one  else,  seems  open  to  argu- 
ment. The  rules,  however,  do  not  give  the  Committee 
power  to  alter  a  bargain  made  between  members ;  and, 
■althoufih  on  the  Stf-ck  Exchange  they  conld  probably 
enforce  a  decision  altering  a  contract  by  their  power 
of  refusing  to  re-elect  (z),  and  by  ])reventiug  members 
going  to  law  (a),  the  Courts  will  not  recognise  such  a 
decision,  nor  hold  non-members  bound  by  it  (b). 

It  is  open  to  any  member  of  the  public  to  complain  ^'omplainta 
to  the  Committee  of  the  conduct  of  any  member  ;  and,  members. 
if  the  Committee  think  the  matter  one  that  calls  for 
inquiry,  they  call  before  them  the  member  concerned 
(c),  and  deal  with  them  at  their  discretion.  Wlien 
legal  proceedings  are  pending,  it  is  the  Committee's 
practice  not  to  interfere  in  the  matter  until  the  case 
has  been  concluded  in  the  Courts. 

If  a  complaint  has  been  made  by  a  non-member 
against  a  member,  and  there  are  no  legal  proceeding's 
penuiiig,  the  Committee,  if  it  appocir  tu  theiu  to  bo  li-  lifc 
case,  will  hold  a  formal  investigation,  at  which  the  non- 
member  can  be  represented;  but  in  such  case  the  non- 
member  is  required  to  sign  an  agreement  referring  the 
whole  matter  to  the  arbitration  of  the  Committee,  and 
agreeing  to  be  bound  by  their  decision,  as  if  he  were  a 
member,  and  not  in  future  to  take  legal  proceedings  in 
respect  of  the  same  matters. 

(2)  Undtr  Rule  H.  Benjamin  v.  Barneil,  8  Com. 

(a)  lb.  72.  Cas.  2-U. 

(6)   Union    Corporation    v.  (c)  Ride  7-'>. 
Charringlon,  8  Com.  Cas.  99  ; 
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Bargains 
with  clerks. 


Bargains 
valid. 


Settling  day. 


Account. 


The   settle- 
ment. 


A  most  salutary  rule  of  discipline  is  that  no  member- 
shall  transact  speculative  business  for  or  with  officials 
or  clerks  without  the  knowledge  of  their  employer  (d). 
Should  any  member  do  so,  he  is  liable  to  be  expelled 
or  otherwise  dealt  with  as  the  Committee  think  fit. 
It  is  to  be  noted  that  this  rule  in  no  way  affects  the 
validity  of  the  bargains  made  with  such  persons.  The 
bargains  are  binding  in  law,  and  this  rule  affords 
no  defence  to  proceedings  by  a  member  against  such 
persons  (e). 

In  cases  of  default  the  Committee  have  considerable 
jurisdiction,  which  w411  be  dealt  with  elsewhere   (/). 

Sub-sect.  (ii). — Settling  Days  and  the  Account. 

•The  settling  day  iu  any  particular  security  or  clasa 
of  securities  is  the  day  on  which,  in  the  absence  of 
special  agreement  betweeu  contracting  parties  to  the 
contrary,  all  bargains  have  to  be  completed  and  differ- 
ences paid. 

The  period  between  one  settling  day  and  the  next  is 
called  the  "  A  ccount,"  and  is  named  after  that  part  of 
the  month  in  which  the  next  settling  day  occurs,  as, 
for  instance,  the  End-January  account  or  the  Mid-May 
account. 

Settling  day  is  also  known  as  account  day,  or  pay 
day,  and  is  the  last  day  of  what  is  known  as  the  settle- 
ment. The  settlement  occupies  three  days,  known 
respectively  as  contango   day   or  carrying-over   day. 


{d)  Rule  76. 

(e)  This  has  been  frequently 
decided,  but  there  is  no  re- 
ported case  on  the  subject. 
In  Van  Diggeleii  v.  Cohen. 
{The  Times,'  Oct.  21st,  1910) 
it  was  held  that  an  employer 


could  not  recover  damages 
against  his  brokers,  who,  it 
was  alleged,  had  dealt  in 
breach  of  this  rule  with  a 
clerk. 
(/)  See  post,  Chap.  III.  sect.  v. 
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name  day  or  ticket  dMy  (y  t  and  settliug  day.  Eacli 
day  is  devoted  to  dilTerent  stages  in  the  process  of 
setrlinj^  (A/. 

The  settlin^^  days  in  English  and  Indian  Govern- Sottling  day. 
ment  securities  (i)  is  known  as  the  Consols  account  day 
and  occurs  once  in  each  month.  In  all  other 
securities  there  are  two  settling  days  in  each  nsonth, 
which  are  known  as  ordinary  account  days.  The 
dates  are  fixed  by  the  Conimittee  (/.•). 

AVhen  an  instalment  on  scrip  is  payable  on  an  ac- 
count day  tile  ^ettleraent  of  such  scrip  takes  place 
on  the  day  before  account  day  (/). 

The  Committee  also  appoint,  what  are  called  sptcial  ■Special 
settling  days,   that  is,  the  first   settling  days  in    the 
scrip  or  bonds  of   a  new   loan,  or  shares   and   other 
securities  vi  a  new  company. 

All  dealings  in  such  securities  are  contingent  on 
the  appointment  of  ;i  special  settlinu:  day  {■»<,).  .Should 
it  not  be  granted,  tlio  bargains  are  uuenfoceable. 
There  is  no  implied  term  in  a  l)argain  for  special 
settlement,  that  siu-h  settlement  shall  mke  place  within 
a  reasonable  time  (w)- 


settlement. 


(ff)  In  the  monthly  Consols 
settlement  this  day  is  called 
"makiug-up  day,"  Rule  89. 

(/t)  In  tlie  CMSP  of  securities 
dealt  in  in  the  mining  mar- 
kets, the  settlement  occupies 
four  daj's,  there  beiiifj  two 
"  ticket  days."  In  the  South 
African  mivrket  there  is  also  a 
preliminary  "  contango  day." 

(i)  Besides  securities  com- 
ing strictly  within  this  de- 
finition, the  following  also 
settle  on  Con.sols  account  day, 
viz.  : — 

Egyptian  Govt.Guaranteed. 

TransTa:il  -V/o  Guaranteed 
1923.  1953,  1958. 

Metropolitan  Water  Board 
•B'  stock. 


-Metropolitan  Water  Board 
consolidiitod  ;;|%,  i5%,  2^%. 

London  County  2|%,  3%, 
3i-%. 

(A)  Rule  89. 

(/)  lb.  90. 

(m)  lb.  97. 

(«)  Consolidated  Gold  Fields 
V.  Spiegel,  1-1  (Jom.  Cas.  61. 100 
L.  T.  :>-"j1,  disuuguishinic  and 
doubling  (ioldman y.Kaun,'2'-', 
T.L.R.  liy?,  in  which  it  was  held 
that  there  is  such  an  implied 
term  in  a  contract  f)ra  sale  (.f 
shares  to  be  completed  on  the 
coming  out  of  certiKcates.  It 
seems  dimcuit  to  reconcile 
these  cases,  and  tho  matter  is 
not  free  fi-om  doubt. 
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required. 


When  application  is  made  for  a  special  settlement, 
three  days'  public  notice  is  given  by  the  Secretary  of 
the  Share  and  Loan  Department  before  the 
applicatioB  is  submitted  to  the  Committee.  The 
Committee  will  grant  a  day  in  the  case  of  a  new 
compauy  if  sufficient  scrip  or  shares  are  ready  for 
delivery  ;  in  the  case  of  a  new  loan  if  sufficient  scrip 
or  bonds  are  ready  for  delivery,  provided  this  is 
vouched  for  by  a  certificate  verified  by  statutory 
declaration  of  the  contractors  or  agents  stating  the 
amount  allotted  (o).  The  scrip  or  bonds  must  be  in 
reasonable  amounts  (p). 

For  securities  issued  to  vendors  or-  others  and 
credited  as  fully  or  partly  paid,  where  similar 
securities  are  offered  to  the  public,  the  Committee 
will  also  fix  a  special  settling  day,  but  not  until  at 
least  six  months  after  the  special  settlement  in  the 
same  securities  subscribed  for  by  the  public  {q}. 

Special  settling  days  are  in  practice  always  granted, 
unle^^s  there  is  some  real  obstacle  in  the  way  of 
bargains  being  carried  out,  such  as  the  certificates 
not  being  ready.  The  Committee  have,  however,  a 
discretion  in  the  matter;  and  their  decision  would 
seem  to  be  final.  AVhen  once  granted  a  special 
settlement  is  never  revoked. 

The  Secretary  of  tlie  Share  and  Loan  Department, 
when  application  is  made  for  a  special  settlement  in  a 
company's  securities,  now  requires  the  following 
information  and  documents  to  be  provided  by  the 
company's  officials  : — 

(1)  Certificate  of  incorporation. 

(2)  Specimens  of  share  certificates. 

and 


(o)  Rules     149,     150 
Appendix  to  Ilules  35. 


ip)  Rule  14f». 
iq)  lb.  150. 
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^3)  Copies  of  the  prospectus,  or  statement  in  lieu 
of  prospects,  and  all  circulars  relating  to  the 
issue  of  shares,  and  copies  of  the  ciill  letters. 

(4)  A     letter    signed    by    the    company's    officials 

sotting  forth,  (i)  that  the  certificates  are  ready, 
(ii)  the  distinctive  numbers  of  sliares  allotted 
(a)  to  the  public,  and  {h)  to  the  vendors,  (iii) 
the  amount  of  tlie  comj)any's  capital,  (iv)  the 
nominal  amount  of  each  share,(v)  the  amount 
(a)  paid  on  each  share  in  cash,  or  (b)  credited 
as  paid. 

(5)  Certified  printed  copies  of  all  contracts  relating 

to  shares  issued  as  fully  or  partly  paid. 

(6)  "Whether  any  of  the  Company's  capital  which 

has  not  been  issued  is  to  be  held  in  reserve 
for  future  issue,  to  provide  working  capital, 
or  to  be  issued  to  the  public  (r). 

The  object  of  these  queries  is  to  ensure,  first,  that 
the  securiti^es  are  retidy  for  issue,  and,  secondly,  that 
the  special  settlement  shall  only  be  granted  in  those 
shares  which  are  issued  to  the  public,  and  that  it  shall 
not  be  possible  for  any  shares  issued  to  vendors  or 
others,  or  any  socuiities  subsequently  issued,  to  be 
<;onfus(d  with  those  in  respect  of  which  f]ie  special 
settlement  is  asked  for. 

The  fact  that  a  special  settlement  was  obtnined  by  Special 
fraud  does  not  affect  bargains  in  the  securities  between  oi)tained.°  bv 
persons  not  [)arties  to  the  fraud  («) ;  nor  does  it  make  fraud, 
any  difference  thnt  persons  interested  in  obtaining  the 
special  settlement   were   members  of  the  Committee 
that  gi  anted  it   n). 

(r)  Appendix  to  RuleB  35  B.  companies    see  Appendix  to 

As  to  tho  requirements  in  the  Rules  '•^•J  A.  and  C. 

case  of  new  loans  and  stock  (s)  Ex.  i^.  Ward  (No.  1),  2> 

or    debenture    stock  of    new  Ch.  D.  356. 
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Sub-sect.  (iii\ — Official  Quotations. 

The  Committee  also  have  control  over  the  price  list  of 
securities  which  is  published  under  their  authority  {t). 

No  member  may  publish  or  sell  a  price  list  without 
the  sanction  of  the  Committee  (t). 

The  Official  List  is  made  up  from  the  bargains 
marked  (?/,)  ;  and  no  bargain  is  nllowed  to  be  marked 
unless  it  is  made  in  the  House  between  members  and 
at  the  real  market  price  [ic). 

Until  permission  has  been  obtained  from  the  Com- 
mittee no  new  security  can  be  quoted  in  the  Official 
List.  Before  granting  an  official  quotation  the  Com- 
mittee require  to  be  satisfied  that  everything  is  in 
proper  order  (a-).  It  is,  however^  to  be  observed  that 
the  fact  that  securities  are  quoted  in  the  Official  List 
is  no  guarantee  that  the  concern  to  which  the  securi- 
ties relate  is  sound,  but  only  that  the  requisite  formali- 
ties have  been  complied  with; — formalities,  indeed, 
with  which,  in  case  of  fraud,  it  would  be  somewhat 
difficult  to  comply. 

The  requirements  of  the  Committee  as  regards  loans 
are  set  out  in  the  Appendix  to  Rules  36. 

As  regards  new  Companies  the  requirements  appear 
iu  Rule  151  and  Appendix  to  Kujes  86)  and  may  be 
summarised  thus  : — 

No  quotation  will  be  granted  unless  the  compauy  is 
of  sufficient  magnitude  and  importance.  Three  days' 
notice  has  to  be  given,  and  numerous  documents  have 
to  be  deposited  with  the  Secretary  of  the  Share  and 
Loan  Department,  including  the  prospectus  and  Arti- 
cles of  Association  which  must  contain  various  matters 


(l)  Rule  153. 

(u)  See  2^ost,  p.  58. 

{ir)  Rule  154. 


{x)  Rule  151  and  Appendix 
to  Rules  06. 
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set  out  with  ]):irticnhirity  in  tlie  A]>p(iu]ix  to  Eules, 
and  the  allotment  books  for  shuies.  Further,  ;it  least 
two-thirds  of  the  amount  of  securities  proposed  to  be 
issued  must  have  been  apj)lied  for  by,  and  uncondi- 
tionally allotted  to,  the  public ;  securities  given  to 
vendors  or  others  as  fully  paid  not  being-  coisidcred  as 
allotted  to  the  public.  There  must  be  a  broker,  a 
member  of  the  Stock  Exchanc^e,  who  is  authorized  to 
give  to  the  Committee  full  information  as  to  the  under- 
taking. No  application  will  be  considered  bj'  the 
Committee  fur  a  quotation  of  securities ^ssued  to  ven- 
dors or  others  as  fully  or  partly  paid  until  six  months 
after  the  same  securities,  subscribed  for  by  the  public, 
have  been  quoted  {ij). 

If,  in  making  application  to  the  Committee  for  a  Quotation 
quotation,  false  statements  are  fraudulently  made,  the  List  obtainetl 
persons  responsible  can  be  criminally  prosecuted  for  ^7  ^^aud. 
false  pretences  to  deceive  the  Committee  (2).  They 
would  also  be  civilly  responsible  to  any  person  who 
acted  on  these  representations,  nmi  thereby  suffered 
loss,  proviiled  the  representations  were  made  to  that 
person;  and  it  has  been  held  that  one  who  knew  the 
rules  of  the  Stock  Exchange,  and  therefore,  on  seeing 
shares  quoted  in  the  OlHcLd  Li-t,  believe  that  at  least 
two-thirds  had  been  bona  fide  applied  for  and  allotted 
to  the  public,  and  thereupon  bought  shares,  and 
suffered  loss  thereby,  could  recover  dnmages  from  the 
directors  of  the  company,  who  had  made  false  statements 
to  the  Committee,  and  so  obtained  the  quotation  (a). 
This  decision  has  since  been  overruled  and  can  no 
longer  be  considered  as  an  authority  (5). 

(»/)  Rule  1.V2.  H.  &  N.  o:J8  ;  "20  L.  J.  Ex.  6P. 

(2)  Ji.  V.  Aspinall   \    Q.    B.  (b)  Peek  v.  Gumeij,  L.  R.  6 

D.  730 ;  -2  Q.  B.  D.  48.  H.  L.  -77.  see  vost,  p.  '262. 
(a)  B'd/orcl  v.   Tlagsliaic,   4 
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Sect.  II.— MEMBERS. 
The  members  of  the  Stock  Exchange,  who  now 
number  about  5,000,  are  elected  by  the  Committee  by 
ballot  on  the  first  Monday  in  March,  for  one  year,  com- 
mencing March  25th.  All  members  have  to  be  re- 
elected annually   (c). 

Every  person  seeking  admission  to  membership  or 
re-election  or  readmissioii  has  to  sig-n  a  letter  in 
which  he  agrees  to  be  bound  by  the  Rules  and  Regula- 
tions (d).  For  this  purpose  a  copy  of  the  printed  rules 
is  sent  to  hinT;  and  he  has  to  state  that  he  has  read 
them. 

Since  November  23rd,  1 904,  there  are  two  methods 
m  which  a  new  applicant  may  obtain  admission  to 
membership. 

He  may  obtain  a  nomination  from  a  member  willing 
to  retire  in  his  favour,  or  from  a  former  member,  or 
from  the  legal  personal  representatives  o£  a  deceased 
member  (e). 

The  right  of  nomination  is  personal  and  not  trans- 
ferable {/).  It  can  be  exercised  by  a  member  resign- 
ing, or  by  the  leg:il  personal  representatives  of  a 
deceased  member,  only  within  twelve  months  of 
resignation  or  of  death  ;  and  by  a  member  discontinu- 
ing his  subscription  only  within  the  current  Stock 
Exchange  year  {g).  The  right  can  only  be  exercised 
once,  unless  the  nominee  be  rejected,  in  which  case  a 
further  nomination  may  be  given,  provided  that  the 
right  to  nominate  has  not  lapsed  by  expiration  of  the 
time  limit  (/i). 


(c)  Rule  21.  (/)  Rule  27. 

{d)  Appendix  to  Rules  4  to  6.  (g)  lb.  26. 

(e)  Rule  26.  (h)  lb.  26. 
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Mc'iiibois  iidraittrd  without  imininatioii,  and  metii- 
beis  rc-adinitted  or  rc-elcctci],  aro  not  allowed  to 
extTcise  the  right  (^f  uomination  for  a  period  ct"  four 
years  fi-oni  the  date  of  tlu-ir  admission  ;  but  should  such 
a  member  die  within  the  four  years,  the  right  may. 
bo  exercised  by  his  legal  poi-sonal  representatives  (i). 

A  (b'UiulliT,  or  a  nioinlx'r  who  has  been  expelled, 
or  has  cea-<ed  to  be  a  member  while  under  suspension, 
or  has  ceased  to  be  a  member  under  Rule  161,  or  to 
acquire  or  hold  the  Stock  l']xchan<^e  shares  required 
to  be  held  {k) ,  has  no  right  of  nomination  \1). 

Th(>  see-.nd  method  of   obtai;,inu'   admission  is  open  ^'^'V'"';;""  °f 

'■         clerks  Irom 

only  to  persons  who  liave  served  as  clerks  in  the  Waiting  Liat. 
House  or  settling  rooms  for  four  years,  with  a  minimum 
service  iu  the  House  of  three  years.  Such  persons 
may  apply  to  have  their  names  placed  on  a  list  called 
the  Waiting  List  of  Apjjlicants  for  Admission  without 
Nomination  (vi).  The  Committee,  at  a  special  meeting 
held  in  December  of  each  year,  fixes  the  number  of 
such  applicants  to  be  elected  in  the  following  year(n). 

Applicants  nominated  for  admission  must,  unless  Sureties, 
eligible  for  the  Waiting  List,  be  recommended  by 
three  members  of  not  less  than  four  years'  standing, 
who  have  fulfilled  all  their  engagements  on  the  Stock 
Exchange  (n).  I'^ach  recommender  must  undertake 
to  pay  oOOZ.  to  the  creditors  of  the  applicant,  if  he 
shall  be  declared  a  defaulter  within  four  years  from 
his  admission  (n).  The  recommender  must  not  be 
indemnified  by  the  applicant,  and,  if  subsequently 
indemnified,  nmst,  on  the  applicant's  default   within 

(i)  Rules  27,  32.  (m)  Rule  28. 

(Jc)  lb.  39,  42.  (»i)   Ih.  32. 

(.1)   lb.  27. 
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the  foiii"  years,  pay  to  the  creditors  the  amount  of  the 
indemnity  in  addition  to  the  amount  guaranteed  (o). 

Applicants  on  the  Waiting  List,  or  clerks  eligible  for 
the  Waiting  List  Avho  have  received  nominations,  need 
only  be  recommended  by  two  members,  who  enter 
into  a  similar  guarantee,  but  only  for  800/.  each  (p). 
Should  the  clerk  have  been  engaged  as  principal  in 
any  other  business  before  his  employment  on  the 
Stock  Exchange,  he  requires  three  recommenders, 
who  have  to  guarantee  500Z.  for  four  years  (p). 

The  recommenders  must  have  personal  knowledge 
of  the  applicant,  and  must  be  able  to  satisfy  the 
Committee  of  his  eligibility  [q).  The  applicant  must 
not  be  in  their  employment  as  an  authorized  clerk, 
nor  may  they  themselves  be  clerks,  and  their  own 
sureties  must  no  longer  be  liable  (r). 

The  recommenders  have  to  answer  questions  about 
the  applicant ;  and  they  are  asked,  amongst  other 
things,  whether  he  has  been  bankrupt,  and  whether 
they  would  take  his  cheque  for  3,000Z.  in  the  ordinary 
course  of  business,  and  whether  they  consider  he  can 
safely  be  dealt  with  (s). 

If  a  member  becomes  a  partner  with,  or  authorized 
clerk  to,  one  of  his  recommenders  he  must  find  a  new 
surety  [t). 

Qualification        All    applicants    must   be    of    age,    and    be    British 
Bhip.  '    subjects,   and   if   of   foreign   birth,  must  have  been 

resident    in    Great    Britain    for    seven    years,    and 

naturalized  for  two  years  (u). 


(o)  Eule  48.  (s)  Rule  36. 

(p)  lb.  32.  '  (t)  lb.  34 

iq)  lb.  33.  {u)  lb.  29. 
(r)  lb.  34. 
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No  applicant,  or  nuMiiber,  uiay  lie  engaged  as 
principal,  or  cUtIc,  in  any  other  business,  nor  may  liis 
wife  («■). 

No  new  applicant  can  be  admitted  who  has  been 
bankrupt,  or  against  whom  a  receiving  order  has  been 
made,  or  who  has  been  proved  to  be  insolvent,  unless 
he  has  paid  lOs.  in  the  £  ;  and  if  he  hns  been  bank- 
rupt, or  insolvent,  more  than  once,  he  is  wholly 
ineligible  {x). 

Every  member  elected  must,  before  exercising  any 
privilege  ot  membership,  become  a  proprietor  of  the 
Stock  Exchange  by  acquiring,  in  the  case  of  nominated 
members,  at  least  three  shai-es,  .or,  in  the  ca^e  of 
members  elected  from  the  "^Vaiting  List,  at  least  one 
share,  if  a  member  fails  to  acquire  his  :-hare  qualifi- 
cation within  six  months,  lie  ceases  to  be  a  mem- 
ber (y).  If  he  ceases  to  hold  the  same  he  loses  all 
privileges  of  membership,  and  his  membership  can  be 
determined  by  the  Committee  {y). 

Any  member  may  object  to  the  election  of  any  other, 
or  of  any  new  applicant.  Any  such  objector  must 
communicate,  in  writing,  to  the  Committee  the  grounds 
of  his  objection  (z). 

There  are  also  rules  regulating  the  re-election  of 
persons  who  have  ceased  to  be  members  by  default  or 
otherwise,  which  will  be  dealt  with  elsewhere  (a). 

The     annual     subscription     of     members     is      40  Entrance  fee 
T     1  .  p       Kf\r\         ■  1        "Q'l  subscrip. 

guineas  (b),  and  the  entrance  tee  500  guineas,  unless  tion. 

the  applicant  has  been  a  clerk  on  the  Stock  Exchange 

((")  Rule  30.  (h)  Those   elected    ])rior    to 

(x)  lb.  31.  Majch,  1809,  pay  ol'    guineas, 

(y)  Ih.  39.  and    a  few   members  of   long 

(z)  lb.  3'..  standing  only  20  guineas, 
(a)  Post,  p.  101. 
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Advertising 
forbidden. 


Brokers. 


Eunnei'S . 


for  four  years,  in  Avhicli  case  the    subscription   is    the 
same,  biifc  the  entrance  fee  only  150  guineas. 

No  member  of  the  Stock  Exchange  is  allowed  to 
advertise.  The  Secretary  will,  on  application,  forward 
a  list  of  bi'okers  to  anyone  wno  asks  for  it. 

Sub-sect.  (i). — Brokers. 

The  members  are  divided  into  two  classes,  namely,, 
brokers  and  jobbers.    The  latter  are  also  called  dealers. 

A  broker's  business  is  to  buy  and  sell  for  the  pul)lic, 
as  an  agent  for  reward, — in  the  shape  of  a  commission, 
which  varies  according  to  the  nature  of  the  securities 
dealt  in,  or  which  can  be  the  subject  of  agreement 
between  the  broker  and  his  client.  Generally  speak- 
ing a  broker  will  effect  bargains  in  any  class  of  security 
the  client  desires,  provided  he  can  find  a  jobber  ready 
to  deal.  Brokers  may  also,  and  often  do,  make  bar- 
gains with  jobbers  on  their  own  account;  and,  as  a 
rule,  a  jobber  has  no  knowledge,  when  dealing  with  a 
broker,  whether  the  broker  is  or  is  not  acting  for  a 
client.  Nor,  as  a  rule,  does  the  question  concern  him  ; 
for,  by  the  rules  of  the  Stock  Exchange,  all  members 
deal  as  principals  inter  se,  and  the  broker  is  himself 
primarily  responsible  to  the  jobber  on  all  bargains 
made  (c). 

Brokers  may  not  make  prices  or  otherwise  carry  on 
the  business  of  jobbers  {d). 

Brokers  frequently  employ  persons  known  as  run- 
ners, or  remisiers,  who  genei-ally  have  seats  in  the 
brokers'  office  (e).  The  runner's  business  is  to  introduce 
clients  to  the  broker,  and  his  remuneration  a  share  of 

(c)  Rule  69.  contract    notes    "  we   buy   of 

{cl)  lb.  81.  you  "  or  "  we  sell  to  you." 

The  Committee  have  ruled  (e)    Eule    187,  Appendix  to 

tliat    brokers  may  not  issue  Rules  39  and  •39a. 
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coram Issioii  earned  :  he  often  jigrees  with  tlie  broker 

to  share  any  loss  whicli   tlie  latter  may  incur  by  the 

faiUire  of  the  pefsoii  introduced  to  fulfil  his  obliy:»tions. 

Such  an  arrangement  has  been  held  by  the  Courts  not  Wniiners  not 

to  constitute  a  partnership,  and,  being  a  contract  of  ^"^  "*^'^^' 

indemnity  rather  than  a  guarantee,  not  to  require  to 

be  in  writing  under  the  Statute  of  Frauds  (e). 

The  runner's  authority  to  bind  the  broker,  or  the  AxitLority  of 
person  introduced,  must  in  each  case  depend  on  the 
particular  circumstances  (/).  The  mere  fact  that  the 
broker  has  accepted  some  orders  given  to  the  runner, 
is  not  sufficient  to  make  him  liable  on  subsequent 
orders  given  to,  and  accepted  by,  the  runner,  but  not 
communicated  to,  or  acted  upon  bv,  the  broker  (/).  Tt 
not  infrequently  happens  that  a  runner  is  given  wide 
discretion  bv  a  client  to  act  for  him,  and  in  such  case 
the  client  may  constitute  the  runner  his  agent,  and  be 
bound  by  his  acts  within  his  authority  or  the  apparent 
scope  of  his  authority. 

Questions  have  arisen  whether  runners  are  entitled 
to  a  shai-e  of  so-called  "profit  contangoes,"  or 
charges  made  by  the  broker  for  carrying-over.  There 
is  no  custom  that  they  are  so  entitled  and  tlu-refore  in 
the  absence  of  a  special  agreement  they  do  not 
participate  in  these  {y). 

Sob-sect,   (ii).— Jobbebs, 

A  jobber,  as  a  rule,  confines  himself  to  one  class  of  Jobber, 
securities,  such  as  Consols  and  similar  funded  securi- 
ties,   American   railway   securities,  or  South  African 
shares. 

The  jobbers  take  their  stand  in  that  part  of  the  Marecta. 

House  devoteil  by  custom  to  dealings  in  their  special 

class  of  securities  and  known  as  the  "market"  for 

that  class,  such   as  the  South   African  market,    the 

(c)  Sutton   V.  Gray,         |  (g)  Von  Taysen  v.  Boer  Ellissen, 

[1894]  1  Q.    b.  285.         b6  Sol.  Jo.  224. 
(/)  Spooner  v.  Brovjning, 
[1898J 1  Q.  B.  528. 

S.E.  2 
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West  African  market,  and  so  on.  Here  they  deal 
■with  the  brokers  who  come  there  with  bargains  to 
make  in  these  securities,  and  also  with  eacli  other. 
Jobbers  may  not  deal  for  or  with  members  of  the 
public  [h)  except  in  Arbitrage  business,  in  which  case 
they  may  act  as  principals  but  not  as  agents  (i). 

A  jobber  can  buy  securities  with  the  intention  of 
taking  delivery  of  them,  or  he  can  sell  securities  with 
the  intention  of  actually  delivering,  either  having  the 
shares,  or  intending  to  obtain  them  subsequently; 
but,  generally  speaking,  his  desire  is  immediately  to 
sell  what  he  has  bought  and  buy  what  he  has  sold, 
making  his  profit  by  the  difference  between  the  price 
at  which  he  buys  and  the  price  at  which  he  sells.  It 
is  the  practice  for  jobbers  to  quote  securities  at  two 
different  prices  :  namely,  a  higher  one  at  which  they 

,     are  prepared  to  sell,  and  a  lower  one  at  which  they 
Bavmg  and  -  >  t-i         ■      j.  ^.i 

selling  prices,  are  prepared  to  buy.     r  or  instance,  tney  may  quote 

Consols  at  88^-88^  ;  that  is,  they  will  buy  at  88^  and 

sell  at  88^.     The  difference  between  the  two  is  called 

Tarn  of  the     ^^^  (c  ^^^.^^  ^^^  ^j^g  market,"  and  varies   according    to 

the  nature  of  the  securities  dealt  m  and  the  state  of 
the  market.  When  there  are  many  dealings  going  on 
in  the  security,  or,  as  it  is  termed,  there  is  a  free 
market,  the  jobbers  are  content  with  a  smaller 
"  turn,"  owing  to  the  greater  facilities  for  covering 
themselves  by  doing  the  converse  bargains,  and  are 
therefore  willing  to  give  closer  quotations. 

No  member  may  act  in  the  double  capacity  of  jobber 
and  broker  (/c)  ;  but  there  is  nothing  to  prevent  a 
member  at  one  time  being  a  broker  and  at  another  a 
-jobber  provided  one  month's  notice  of  the  intended 
change  is  given  to  the  Committee  (I).     Members  have, 

(li)  Rule  85.  (k)  Rule  80. 

(i)  lb.   86.    The    prohibi-  (I)  lb.  22. 

tion  includes  sending  orders 
on  commission  to  country 
brokers. 
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however,  on  adinission  and  on  their  annual  applica- 
tion for  re-election,  to  stale  in  \vlii(;h  capacity  they 
inteml  to  act  [l). 

Sub-sect.  (iii). — Partnership. 
Partnerships  between  brokers  and  jobbers  are  not  Between 
permitted  {m),  for  the  reason, presumably,  th;it  itmi^^'ht  jobbers    for- 
tend  to  give  a  broker  an  adverse  interest  to  his  clients,  bidden ; 

No  member  raay  be  a  partner  with  a  non-member  with  non- 

■1  p  1  .  members, 

or  borrow  money  irom  a   non-member  on  terms  vary- forbidden. 

ing  with  the  rate  uf  profits  or  giving  the  lender  a 
share  in  his  profits  (m).  Members  may  be  partners 
together  either  as  brokers  or  jobbers,  and  either 
generally  or  to  a  limited  extent ;  as,  for  instance,  in 
all  bargains  in  a  certain  description  of  security  (n). 

Members,  wliile  their  sureties  remain  liable,  may 
not  enter  into  a  partnership  without  the  written 
consent  of  their  sureties  ;  and  this  consent  must  be 
communicated  to  the  Committee  (o). 

All  partnerships  are  notified  to  the  Committee  :  a  list 
of  them  is  contained  in  the  list  of  members,  and  all 
alterations  in  them  are  publicly  announced  by  means 
of  notices  posted  in  the  House  (p). 

The  failure  of  the  partnership,  or  of  any  member 
thereof,  at  once  operates  as  a  dissolution  of  the  part- 
nership (q). 

If  members  deal  in  partnership  by  sharing  in  the  Limited  or 
profit  and  loss  in  any  particular  security,  or  class  of  .[^^    *^  j^ 
securities,  they  are  held  liable  for  each  other's  deal- 
ings in  all  securities,  unless  they  notify  the  Secretary 
that  their  jiartnership  is  so  limited  (r). 

Partnerships  sr>  limited  are  known  as  "  market  " 
partnerships.  They  must  be  notified  to  the  Com- 
mittee and  posted  in  the  House  ;  and  such  partnerships 

(0  liulc  21.  (p)  Rule  -Dl. 

(m)  lb.  :>3.  (ry)  16.  52. 

(n)  lb.  54.  (r)  lb.  54. 
(o)  lb.  53. 
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must  not  consist  of  more  than  two  members  or  firms  ;. 
and  the  dealings  must  be  confined  to  those  markets  in 
which  both  parties  are  dealing  (s).  One  firm  may  have 
several  limited  partnerships  in  different  markets,  but  it 
is  necessary  that  one  member  oP  every  firm  entering 
into  a  limited  partnership  shall  deal  in  the  market  in 
which  the  limited  pai-tnersbip  is  to  operate. 
Goodwill  ou  Oa  the  dissolution  of  a  Stock  Exchange  partnership 
dissolation  the  Ordinary  law  as  to  goodwill  is  applicable  and 
it  is  accordingly  treated  as  one  of  the  assets  of  the 
firm  {t).  As,  however^  no  member  can  carry  on. 
business  on  the  Stock  Exchange  otherwise  than  in  his 
own  name  except  by  permission  of  the  Committee, 
whether  in  fact  the  goodwill  is  saleable,  would  seem  to 
depend  on  the  consent  of  the  Committee  being 
obtained. 

Sect.  III.— CLERKS. 
Tlie  clerks  on  the  Stock  Exchange  are  of  two  kinds, — 
authorised  and  unauthorised, — both  having  the  privi- 
lege of  entering  the  House.      Clerks  are  admitted  by 
the  Committee,  on  the  written  application  of  their  em- 
ployers {u).    Their  number  i<-  limited  by  the  rules  {tc). 
Qualification.  All  clerks  must  be  at  least  seventeen,  and  authorised 
clerks  must  be  at  least  twenty-one  years  of  age.     They 
must  be  in  all  respects  eligible  for  membership  except 
as  regards  age  (c^;).     Authorised  clerks  must  have  been 
at  least  two  rears  in  the  House,  or  Settling  Rooms,  of 
which  one  at  least  must  have  been  spent  in  service  in 
the  House  ((/). 
Authorised  An  authorised   clerk  has   authority  to  deal  for  his 

clerks.  employer,  and  this  authority  continues  until  revoked 

by  letter  to  the  Committee  (z). 

(s)  Rnle  .54.  (w)  Rule  55. 

{t)  Hill  V.  Ferris,  [1905]  (w)  lb.  56. 
1  Ch.  466,  distinguishin?  and  (x)  lb.  61. 
explaining  Wilson  v.  Williams  (y)  lb.  64. 
—2;^  L.  R.  Ir.  176,  in  which  it  (z)  lb.  67. 
had  been  laid  down  that  thei-e 
was  no  goodwill  in  a  stock 
broker's  lousiness. 
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Tlio  eiiij)lo\  er  is  liable  on  all  dealini^s  by  the  clerk, 
excopt  lor  rnotu'V  borrowed  witliout  security,  to  render 
him  liable  for  which  he  must  have  given  special 
autliority    a). 

Members,  whose  sureties  are  still  liable,  must 
receive  their  consent  before  employing  an  author- 
ised clerk   (a). 

Any  member  may  be  authorised  clerk  to  any  otlier  ; 
but  no  member  who  is  clerk  to  another  may  deal  in  his 
own  name  (6) ;  and  no  authorised  clerk  to  a  jobber  may 
deal  in  securities  other  than  those  his  employer  usually 
deals  in  (c). 

A  defaulter  may  become  clerk  to  a  member  if  a 
majority  of  three-fourths  of  the  Committee,  at  a  meet- 
ing specially  convened  and  consisting  of  at  least  twelve, 
approve  {d). 

Unauthorised  clerks  are  not  allowed   to  deal,  and  Unauthorised 

cl6rks. 
Bre  just  like  any  other  clerk,  except  that  some  can 

■enter  the  House,  and  some  the  Settling  Rooms  only. 

"When  in  either  the  House  or  Settling  Rooms,  they 

have,   unless   they   are   members,  to  "wear  distinctive 

badges  (e). 

The  entrance  lee  of  an  authorised  clerk,  -who  is  not  Kntrance  fee 
a  member,  is  fifty  guineas,  and  his  annual  subscription  "^^^^  scrip- 
thirty  guineas.     If  he  is  a  member,  he  pays  the  usual 
members'  fees.     Unauthorised  clerks  pay  ten  guineas 
entrance  fee,  and  twelve  guineas  annual  subscription. 

(a)  Rule  64.  (rf)  Rule  62. 

(6)  lb.  69.  (e)  lb.  66. 

(c;  lb.  64. 
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CHAPTER  II. 

STOCK    EXCHANGE    SECURITIES. 

The  securities  dealt  in  upon  the  Stock  Exchange 
consist,  in  the  main,  of  the  loans  raised  by  th& 
British  and  by  foreign  governments  and  other  public 
bodies,  such  as  Municipalities  and  County  Councils, 
and  of  the  stocks,  shares  and  debentures  of  Public 
Companies. 

Loans.  Loans   are  generally  raised  by  governments  and 

public  bodies  by  the  issue  either  of  bonds  or  of  stock.. 
Where  the  loan  is  raised  by  the  issue  of  bonds,  the 
result  is  that  the  amount  of  the  individual  bonds 
becomes  the  unit,  to  which,  or  to  multiples  of  which, 

Stock.  all  dealings  in  the  loan  are  restricted.     Where,  how- 

ever, the  loan  is  issued  without  any  such  division  into 
units,  but  can  be  applied  for,  and  dealt  in,  iu  any 
desired  amounts  (a),  it  is  spoken  of  as  stock.  In  such 
cases  the  amounts  of  stock  applied  for  or  dealt  in  are- 
denoted  by  their  nominal  value  in  money. 

Shares.  The  capital  of  companies  consists  either  of  stock,, 

issued  and  dealt  in  like  the  stock  of  loans,  or  of  shares, 
which  are  definite   and   indivisible   fractions    of    the 


(a)  In  the  case  of  some  the  issue,  provides  that  deal- 
stocks  the  Act  of  Parliameat,  ings  shall  only  take  place  in. 
or  articles  of  association,  or  multiples  of  certain  amounts- 
other  instrument,   regulating 
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whole  capital.     \Vheu  tho  shares  of  a  company  are 
fully  paid,  they  can  be  converted  into  stock    (6). 

Stock  is  (juoted  on  the  Stock  Exchange  according  Method  ..f 
to  the  present  market  value  of  some  certain  amount,  g^'ockB  and 
generally  100^  nominal  value.  Thus,  when  100/.  nom- shares, 
inal  value  of  Consols  can  be  bought  for  931.  2s.   (5d., 
or    sold     for  031.,     the     quotation    for     Consols     is 
93-93i 

Bonds  and  shares  are  quoted  according  to  the 
present  value  of  each  bond  or  share. 

For  the  purposes  of  the  Stock  Exchange  ruleSj  the  Stock  Ex- 
securities  dealt  in  are  divided  under  three  heads,  the  fication'()f  ^''^" 
division  being  based  on  the  mode  of  transferring  the  secnritioa 

.  .  according    to 

securities  from  one  person  to  another.  methods  of 

transfer. 

These  three  heads  are  : — 

1.  Government  and  Corporation  inscribed  or  re- 
gistered stocks,  &c. 

2.  Securities  deliverable  by  deed  of  transfer. 

3.  Securities  passing  by  deHvery,  usually  called 
securities  to  bearer. 

In  giving  the  following  general  outline  of  Stock 
Exchange  securities,  it  is  not  possible  to  follow  entirely 
this  division,  but  particular  attention  is  paid  to  the 
method  of  transfer. 

The  National  Debts  of  the  various  parts  of  the  National 
British  Empire,  and  of  other  countries,  are  some  of 
the  oldest  of  Stock  Exchange  securities.  They 
consist  of  debts  of  the  various  governments  for 
money  borrowed,  and  owing  to  the  lenders  or  their 
assignees. 

(6)  Companies  Con.solidatioii  Act,  1908,  s.  41. 
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British  loans. 
Funded. 


Unfunded. 


Funds  trans- 
ferable at 
banks. 


Method  of 
transfer. 


Transfer 
ticket. 


Other  use 
of  term 
"  funded." 
Consols. 


The  British  Government  loans  are  of  two  kinds  : 
the  one  called  "funded"  [c),  and  known  as  the 
British  Funds  or  Consols  (d),  where  the  loan  is,  on 
the  part  of  the  lenders,  for  an  indefinite  period,  the 
Government  being  under  no  obligation  to  pay  it  off  at 
any  particular  time  ;  and  the  other  ''unfunded,"  such 
as  Treasury  Bills,  Exchequer  Bonds,  War  Stocks  and 
War  Bonds,  where  the  loan  is  for  a  definite  time, 
repayable  at  certain  dates. 

Sect.  I.— G07ERKMENT  AND  CORPORATION 
INSCRIBED    OR     REGISTERED 

STO(u<:s,  &c. 

British  Government  Stocks  are  transferable  at  the 
Banks  of  England  and  Ireland. 

The  pra^ctice  of  the  Banks  is  the  same  with  respect 
to  all  funds  transferable  at  the  banks,  which  consist, 
in  the  case  ot'  the  Hank  of  England  alone,  of  some 
seventy  different  securities,  including  Colonial,  Munici- 
pal, and  Indian  loans,  Indian  railway  stock,  and  some 
foreign  government  loans,  such  as  Chinese  and 
Japanese.  The  Banks  keep  books,  in  which  the  names 
of  holders  of  these  securities  are  inscribed,  and  the 
securities  can  only  be  transferred  by  the  holder  or 
his  attorney,  attending  at  one  of  the  Banks  and  sign- 
ing a  transfer.  When  the  transfer  is  to  be  made  by 
the  stockholder  himself,  a  form  of  ticket  called  a 
Transfer  Ticket  is  procured  from  the  Bank,  and  filled 
in  by  the  purchaser's  broker,  and  sent    by  him  to  the 

(c)  The  word  "  funded  "  has  (d)  Consols  is  an  abbrevia- 

another  meaning   in  relation  tion  for  Consolidated  Annui- 

to  foreign  government  loans,  ties,  so  called  because  various 

namely,  that  they  are  secured  funded    loans,    or    annuities, 

on  some  particular  source  of  have   been  by  Acts  of   Parlia- 

venue.  ment    consolidated     into    one 

fund. 
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seller.  This  ticket  ('(nitains  tlie  jtiirchasei-'s  name,  the 
amount  of  stock,  and  the  purcliasc  price.  'J'he  seller 
then  attends  at  the  Bank,  where,  if  he  is  not  known, 
he  is  identified  by  a  Ijanker  or  broker,  and  there  signs 
the  transfer,  which  is  prepared  and  witnessed  by  a 
clerk  of  tlie  liank.  The  transfer  i.-«  then  noted  m  the 
books,  iind  a  stock  Eeceipt,  which  is  a  copy  of  the  stock  receipt. 
transfer,  is  handed  to  tlie  seller,  to  be  sent  by  him  to 
the  purchaser.  When  the  transfer  is  made  by  an^'o^vc^of 
attorney  for  the  stockholder,  the  practice  is  somewhat ' 
different.  Blank  forms  of  application  for  powers  of 
attorney  are  kept  at  the  Bank,  and  are  also  sup])lied 
by  the  Bank  t  >  some  of  the  large  fii-ms  of  brokers. 
The  form  ha'*  spaces  left  for  the  name  of  the  stock- 
holder, liis  address  Loth  pnst  and  present,  and  the 
name  and  address  of  the  attorney,  and  the  araouct 
and  description  of  the  security  to  be  dealt  in.  This 
form  is  tilled  up  by  the  applicant,  and  then  lodged  by 
him  -At  the  power  of  Aitoi-ney  Office  at  the  Bank.  A 
clerk  of  the  Bank  takes  it  to  the  Transfer  Office,  and 
compares  it  with  the  Stock  Book  and  Index  Book, 
which  give  the  amount  of  stock  held  by  the  stock- 
holder and  his  name  and  addres  .  Tli«j  Biiuk  then 
fills  up  a  power  of  attorney,  and  sends  to  the  stock- 
holder at  the  address  given  in  the  application,  and,  if 
it  differs,  also  at  the  address  appearing  in  the  books, 
a  circular  informing  him  thnt  application  has  been 
made  fnr  a  power  of  attorney  to  transfer  his  stock, 
and  that  a  reply  is  only  necessary  if  he  objects.  If 
there  is  no  objection  made,  and  the  circular  is  not 
returned  by  the  Post  Office,  the  power  of  attorney  is 
issued  by  the  Bank  to  the  applicant  (e).    The  applicant 

(e)  For  form  of  power  of   attorney,  see  Grossleij  v.  Magniac, 
[189.3]  1  Ch.  oPi. 
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obtains  the  stockholder's  signatui-e  to  the  power,  and 
takes  it  back  to  the  Bank,  and  there  lodges  it  in  the 
Executed  Powers  Office.  There  the  signature  is 
compared  with  any  previous  signature  of  the  stock- 
holder which  the  Bank  may  have  in  their  booksj  and, 
if  in  order,  the  power  is  sent  to  the  Transfer  Office. 
There  it  is  kept  until  the  Transfer  Ticket  arrives. 
The  ticket  is  compared  with  the  Stock  Book  and  the 
power,  and,  if  all  is  in  order,  the  transfer  is  made  out 
and  entered  in  the  books.  Upon  the  back  of  the  power 
act.  ^^  ^  form  of  "  demand  to  act"  upon  such  power,  whicb 

the  attorney  has  to  sign.  Having  done  this,  he 
executes  the  transfer,  and  receives  the  Stock  Receipt. 
If  the  attorney  is  a  banker,  or  broker,  well  known  to 
the  Bank,  the  signing  of  the  *^  demand  to  acf  is 
dispensed  with.  The  transferee  may,  if  he  choose, 
also  attend  and  sign  the  transfer. 

These  elaborate  precautions  have  not  succeeded  in 
entirely  preventing    frauds  being   committed  in    the 

transfer  of  such  securities.     If  the  Bank    acts  upon  a 
Unaathorised  p  j  c      ±^  i  j.i  •     • 

transfer  e.q.  torged    powor  ot   attorney,    or  by    other   means  is  in- 

under  forged  d^ced  to  permit  the   unauthorised  transfer  of    stock, 
power  or  ^ 

attorney.  the  Bank  is  liable  to  make  good  the  loss  to  the  true 
owner  of  the  stock,  provided  it  is  not  through  his. 
negligence  that  the  fraud  has  succeeded  (/), 

Liability  of         It  is  now  settled  law  that  if  a  broker,   bond  fide  and 
senting^o^-  without   negligence,    presents   to  the    Bank  a   forged 

ed  power  of    power  of    attorney,  and  the   Bank    acts   upon  it,  even 
attorney.  ^  •'  .  . 

though  there  are  at  the  Bank  genuine  signatures  of  the 

(/)  Sloman  v.  Bank  of  Eng-  v.  Bank  of  England,  2  Bing^ 

land,  14  L.  J.  Ch.    226  ;  Coles  393  ;  3  L.  J.  C.  P.  4 ;  Oliver 

V.  Bank  of  England,  10  A.  &  E.  v.  Bank  of  England,  [1902] 

437  ;  Bank  of  Ireland  v.  Evan's  1.  Ch.  610. 
Trustees,  5  H.  L.  C.  389;  Davis, 
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person  whose  name  is  forged  with  which  the  forgery 
can  be,  and  is,  compared,  the  broker  is  Hable  to  tJie 
Bank  for  any  loss  incurred  by  reason  of  liaving  to 
replace  on  the  books  as  the  holder  of  stock  the  person 
whose  name  has  been  forged  (g).  The  reason  for  this 
is  that  the  broker,  by  presenting  the  power  of  attorney^ 
warrants  that  he  has  the  authority  of  the  person 
named  in  the  power  of  attorney,  and  he  is  liable  for 
breach  of  warranty  of  autliority,  if  he  has  not  such 
authority  in  fact. 

A  person    who  in   the  case  of   a  proposed    transfer  Liability  of 
identifies  to  the  ofHcials  of  the  Bank  as    the  holder  of  wroDg  iden- 
stock  a  person  wlio  is  not  the  holder,    must  similarly  "'^^ation. 
indemnify  the  Bank  [h]  ;  but  he  cannot  get  any  indem- 
nity from  the   person  who  introduced  the  forger  to 
him  (i). 

The  transferee  can  obtain  from  the  Bank  certificates  Stock 
that  he  is  the   holder  of  so  much   of  the   stock    or,  as  ^^^^^  ^^  ®^" 
they  are  called,  "  stock  certificates,"     These  stock  cer- 
tificates either  contain  the  name  of  the  person  entitled 
to  the  stock,  or  have  blanks  left  for  his  name.     In  the 
former  case  the  stock  is  only  transferable  in  the  books 
of  the  Bank  in  the  manner  already  described  :  in  the 
latter,  the    certificates   are  transferable  by   delivery, 
unless  and  until  the  blanks  are  filled  up,  when  they 
cease  to  be  so  transferable. 


(7)  The  transferee,  being  (/<)  Banli  of  England  v.  Cut- 
innocent  in  tlie  matter,  can  ler,  [1908]  2  K.  B.  208 ;  cf. 
retain  his  stock,  as  the  bank  ShelHeld  Corporation  v.  Barclay 
are  estopped  from  denying  [1P05]  A.  C.  392. 
liis  title  :  Starkey  v.  Bank  of  (i)  Bank  of  England  v,  Cut- 
England,  [1903]  A.  C.  114.  ler,    Barirum  'Srd  Party.  25  T. 

L.  E.  509. 
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Dividends. 


Coupons. 


Foreign 
loans. 


[ndian  and 
•colonial  loans. 


Groverninent  loans  cari'y  a  fixed  rate  of  interest,  pay- 
able, as  dividends,  at  fixed  periods.  These  dividends 
are  paid  to  the  stockholder  or  his  attorney  at  the  head 
office,  or  at  country  branches  of  the  Bank,  or,  if  the 
stockholder  so  desires,  by  dividend  warrants  sent 
through  the  post  at  his  risk.  Dividend  warrants  can 
be  cashed  as  if  they  were  cheques.  To  each  stock 
certificate  coupons  for  five  years'  dividends  are  affixed, 
and  the  coupons,  as  they  come  due,  are  presented  to 
the  Bank,  and  paid  as  described.  These  coupons  are 
payable  to  bearer,  aud  the  Bank  is  under  no  liability 
for  paying*  a  coupon  to  someone  who  has  no  title  to  it. 

Forf^ign  government  loans  are  regulated,  as  regards 
transfer  of  the  securities,  by  the  laws  of  the  countries 
which  have  created  them  (fc).  The  documents  of  title 
are,  in  most  cases,  transferable  by  delivery,  and  are 
called  Bearer  Bonds  (Z).  Whether  they  will  be  treated 
by  the  Courts  of  this  country  as  negotiable  instruments 
depends  on  the  custom  of  English  merchants  and  the 
law  of  England  (7/i).  Where  the  loans  have  been 
originally  raised  in  this  country,  it  is  usual  to  make 
the  securities  transferable  at  the  Bank  of  England. 

Indian  and  Colonial  loans  are  governed  by  the  Acts 
of  the  English  or  Colonial  legislatures  which  have 
authorised  their  creation  {n),  and  are  mostly  transfer- 
able at  the  Bank  of  Bntrland. 


(k)  Colonial  Bank  v. 
Gady,  15  A.  C.  267. 

(l)  Bonds  are  documents 
containing  a  promise  by  the 
issuer  to  pay  interest,  and 
to  repay  capital  lent,  at  a 
future  date,  either  fixed,  or 
to  be  determined   by  draw- 


ing numbers  of  the  bonds  by 
ballot. 

(m)  Picker  x.  London  and 
County  Bank,  18  Q.  B.  D.  615; 
Colonial  Bank  v.  Cady,  uhi  sup.; 
S.  C  sub  nom.  Williams  v. 
Colonial  Bank  38  Ch.  D.  388  ; 
and  see  post,  p.  41. 

(n)  And  see  Colonial  Stock 
Acts,  1877  and  1892. 
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Local  authorities  in  Englai.il,  sucli  us  County  Coun-  rt.iporatiop 

,  loan-, 

oils  and  Municipal  Corporations,  are  frequentlj-  given 

by  Act  of  Pa»li:iraent  powers  to  borrow  money  for 
various  purposes.  In  the  case  of  such  loaus  the 
method  of  transfer  is  provided  for  in  the  Acts,  and 
generally  resembles  that  of  Consols. 

When  a  new  issue  is  made  of  government  securities,  Scrip 
or  other  ii)scril)ed  stock,  }>ayn  ent  by  the  subscribers  is  ^^'^  '  ^^ 
usually  made  by  instalments.  While  any  of  these  in- 
stalments are  outstanding,  documents  of  title  are 
issued,  Ciilled  "  scrip  certificates  "  (o),  and  these  are 
usually  transferable  by  delivery.  If  a  dividend  is  to 
become  payable  before  the  whole  amount  subscribed 
is  paid  up,  a  coupon  for  dividend  is  attached  to  the 
scrip  certificates.  When  fully  paid,  the  scrip  certifi- 
cates can  be  converted  into  stock,  and  stock  certifi- 
cates to  bearer  can  be  obtained,  or  the  stock  can  be 
"  inscribed.'^ 

Sect.  II.— COMPANIES'  SECURITIES. 

Many  of  the  securities  dealt  in  on  the  Stock  Ex-  Companiee. 
change  are  those  of  joint  stock  companies,  such 
as  rr.ilway,  docks,  banking,  industrial  and  mining 
companies.  English  joint  stock  companies  are  now 
almost  invariably  formed  with  their  shareholders' 
liability  limited  to  the  amount  originally  ]iaid,  or  pay- 
able, lor  their  shares. 

Companies'  securities  consist  of  debentures,  and 
stock  or  shares,  both  of  which  may  be  either  preferred, 
ordinary,  or  deferred. 

Debentures  are  bonds   whereby  a  company   in  con-  Dcbentares 
sideration    of  money   advanced  charges   its  assets  to 

(o)  The  term  "  scrip  "  is  of     documents    of     title    to 

often  applied  to   all  sorts  securities. 
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Shares  and 
stock. 


Preferred, 
ordinary  and 
doforred. 


secure  the  principal  advanced,  and  the  payment  of 
interest  upon  such  advance.  They  form  what  is  called 
a  "  floating  charge/'  that  is  to  say,  the  assets  for  the 
time  being  of  the  company  are  charged  in  favour  of 
the  debenture  holders,  but  the  company  can,  never- 
theless, deal  with  those  assets  in  the  course  of  its 
business  as  it  pleases.  As  soon,  however,  as  default 
is  made  in  the  payment  of  principal,  or  interest,  the 
debenture  holders  can  seize  the  company's  assets,  and 
so  crystallise  their  floating  charge,  and  prevent  any 
further  dealing  with  the  assets. 

Debenture  bonds  are  sometimes  registered,  in  which 
case  they  are  transferable  in  the  books  of  the  company 
in  the  same  way  as  shares  ;  sometimes  ''  to  bearer," 
in  which  case  they  pass  from  hand  to  hand  b}^  deli- 
very. Bearer  debentures  often  have  the  additional 
incident  of  negotiability  (p). 

The  mutual  relationship  of  the  holders  of  preferred, 
ordinary,  and  deferred  shares  or  stock  in  any  company 
depeuds  entirely  upon  the  constitution  of  the  parti- 
cular company,  but  the  following  is  the  usual  system 
adopted  :  — 

The  ordinary  and  deferred  shareholders  receive  no 
dividend  until  the  preferred  have  been  paid  a  fixed 
amount.  Sometimes  the  preference  shares  are  made 
cumulative  ;  that  is  to  say,  it  is  provided  that  nothing 
shall  be  payable  to  the  other  shareholders  until  the 
preferred  have  been  paid,  not  only  their  fixed  amount 
of  dividend  for  the  current  period,  but  also  all  arrears. 
Preference  shares  can  also  be  made  to  rank  first  for 
capital  against  the  assets  on  a  winding-up. 


(p)  Bechvunaland  Explores-      Bank,  [1898]  2  Q.  B.    658;  Edel. 
Hon  Co.  7.  London  Trading     stein  v.  Schuler,  [1902]  2  K.B.  144_ 
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The  deferred  shareholders  receive,  as  a  rule,  nothing 
until  the  ordinary  shareholders  have  received  a  certain 
dividend. 

Sub-sect,  (i).— Transfer   by  Deed, 

Companies  may,  by  their  articles  of  association,  Transfer. 
have  power  to  issue  share  warrauts  to  bearer  for  fully 
paid  shares  or  stock  {q)  ;  but,  as  arule,  their  securities 
are  deliverable  only  by  deed  of  transfer ;  and  the 
documents  of  title  are  in  the  form  of  certificates, 
sealed  by  the  company,  and  made  out  in  the  name  of 
the  person  or  persons  entitled. 

In  companies  to  which  the  Companies  Acts  apply 
the  shares  and  stock  are  transferable  as  provided  by 
the  regulations  of  the  company  (r)  ;  that  is,  by  the 
articles  of  association.  A  form  of  articles  of  associa- 
tion, called  "Table  A,"  is  appended  to  the  Act  of  Table  A. 
1908,  und,  unless  expresslv  excluded  by  the  articles 
of  the  company,  applies  to  all  companies  registered 
under  the  Acts.  The  provisions  of  Table  A  as  to 
transfer  are,  that  the  instrument  of  transfer  must  be 
signed  by  both  transferor  and  transferee,  and  that  the 
transferor  remains  the  legal  owner  until  the  transfer 
is  registered  by  the  company  (s}.  Under  Table  A  the 
transfer  need  not  be  by  deed,  and  therefore  may  be„  ,  , 
by  writing  only  ;  but  the  articles  of  most  companies  witi^g- 
provide  that  it  shall  be  by  deed  ^t).  In  companies 
governed  by  the  Companies  Clauses  Act  (u),  that  is, 

(q)   Companies    Consolida-  (<)  If  a  deed  is  not  requiied 

tion  Act,  1908,  s.  37.  by  the  articles,  transfer  may 

(r)    Companies    Consolida-  he  by  writing,  notwithstand- 

tion  Act,  1908,  s.  22.  ing  any  practice  to  the  con- 

(s)  A   form  of  transfer    is  tvary:  In  re  Tahiti  Cotton  Co., 

given   in  Table  A,    Art.    l!'.  Ex  p.  Sargent,  17  Eq.  273. 
and    is    usually   copied    into  (n)  8  Vict.  c.  16. 

articles  of  association. 
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Blauk 
trausforg. 


Stamp  duty 
on  transfers. 


generally  speaking,  railways  and  otber  similar  under- 
takings incorporated  by  Act  of  Parliament,  a  deed  is 

always  necessary. 

The  question  whether  a  deed  is  required  to  transfer 
the  shares  of  any  particular  company,  or  whether  the 
shares  can  be  transferred  by  instrument  in  wi'iting 
only,  becomes  of  importance  in  cases  where  transfers 
of  shares  are  executed  by  the  transferor  with  any 
material  parts  thereof  left  in  blank.  Where  the 
shares  are  transferable  by  instrument  in  writing  only, 
the  transferee,  having  implied  authority  to  do  any- 
thing he  can,  to  complete  his  title,  can  himself  fill  in 
the  blanks  and  get  the  transfer  registered  (w).  Where 
a  deed  is  necessary,  the  transfer,  if  executed  in 
blank  and. altered  subsequently  to  execution,  ceases 
to  be  the  deed  of  the  transferor  and,  in  order  to  be 
operative,  must  be  redelivered  by  him  [x).  The 
transferee,  however,  can  in  such  a  ease  compel  the 
transferor  to  carry  out  his  contract  by  executing  a 
proper  deed. 

All  transfers  for  more  than  51.  have  to  be  stamped 
with  an  ad  valorem  stamp  of  about  ^  per  cent,  on  the 
amount  paid  by  the  transferee  {y). 

As  on  the  Stock  Exchange  this  amount  generally 
differs  from  the  amount  received  by  the  transferor,  it 
is  the  usual  practice  to  state  in  the  transfer  as  the 
consideration  received  by  the  transferor,  not  Avhat  he 


(ly)  In  re  Tahiti  Cotton  Co. 
Ex  p.  Sargent,  17  Eq.  273. 

(fc)  Tayhr  \.  Ot.  Indian 
Peninsula  Rail.  Co.,  4  De  G. 
&  J.  559;  26  L.  J.  Ch.  285, 
709  ;  Soeiete  Oenerale  de  Paris 
V.  Walker,  11  A.  C.  20. 

(ij)    See  Stamp   Act,   1891 


(54  &  55  Vict.  c.  39),  ss.  64  to 
59,  and  Scliedule,  "  Convey- 
ance on  Transfer "  Stocks 
and  Marketable  securities 
are  excepted  from  the 
Finance  (1909-10)  Act,  1910- 
by  8.  73  thereof. 
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actually  receives,  but  what  the  transferee  pays,  and 
this  is  the  amount  on  which  duty  is  payable  {z). 

Sdu-skct.   (ii). — Cektificatks. 

Coni])anie.-  keep  a  register  of  their  stockholders  or  Ceitificui". 
shareholders,  and  the  legal  title  to  registered  stock  or 
shares  is  in  the  person  who  is  properly  entered  in  the 
register  as  the  holder  tliereof.  As  evidence  of  this  title 
the  coiupany  issues  to  the  registered  holder  a  certificate 
under  the  common  seal  of  the  company  specifying  the 
shares  or  stock  held  by  him,  and  such  certificate  is 
primj  facie  evidence  of  the  holder's  title  to  the  sliares  or 
stock  speciHed  therein  (a).  Upon  a  sale  being  made  of 
reiristered  shares  or  stock,  although  the  equitable  title 
thereto  passes  at  once  to  the  purchaser,  the  legal  title 
[h)  remains  in  the  registered  holder  until  the  purchaser 
IS  registered  in  his  place,  or,  at  all  events,  has  a  present 
absolute  and  unconditional  right  as  between  himself 
and  the  company  to  have  the  transfer  registered  (c).  It 
is  a  rule  with  most  companies  to  decline  to  register  a 
new  holder  until  the  certificate  issued  in  respect  to  the 
shares  acquired  by  him  has  been  received  by  the  com- 
pany ;  and  therefore,  for  a  purchaser  to  be  sure  that  he 
will  be  able  to  get  the  legal  title,  it  is  necessary  for  him 
to  ;iscertaiu  that  the  vendor's  certificate  will  be 
surrendered  to  the  coiupany.  In  order  to  ensure  this 
in  the  case  of  transactions  upon  the  Stock  Exchange,  it 

[z)  Stamp  Act,  1891,  s.  58  v.  Walkrr,  11  A.C.-20;  Nanney 

(4)  and  see /J08/,  p.  186.  v.    Morgan,   37   Ch.    D.   .34.(j ; 

(a)  <  'ompauies'    Consolida-  Roots  v.  Williamson.  38  Ch.  D. 

tion  Act,  1908,  s. -23.  48o.  Moore    v.  North -Western 

(6)  See  as  to  difference  be-  Bank,     [1S91]     2     Ch.      699; 

tween    legal    and    equitable  Ireland  v.  Hart,  [1902]  1  Ch. 

titles,  po8^  p.  lo(5.  .v22;    Peat  v.  Clayton,  [1906] 

(c)  Society  G-'niralede  Paris  1  Ch.    6o9. 

S.E.  3 
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is  provided  by  Eule  104  that  a  buyer  ma}-  refuse  to  pay 
for  stocks  or  shares,  unless  the  transfer  is  either  accom- 
Oertification.  pan  led  by  certificates    or  "  officially    certified."  Certi- 
fication consists  in  writing  upon  the  transfer  words  to 
the  eifect  that  the  certificate  relating  to  the    stock  or 
shares  transferred  is  at    the    office  of   the   company. 
Where  the  shares  sold  form  only  part  of  a  larger  block 
held  by  the  vendor  on  one  certificate,  it  is  necessary, 
owing  to  the  length  of  time  which  it  would  take  to  get 
new  certificates,  to  have  recourse  to  certification"? 
By  secretary      lu  the  case  of  stock,  if  a  seller  has  a  certificate  for  a 
Loan  De  mrt^-  l^^'g^^'  amount  than  that  to  be  transferred  to  any  single 
meat.  transferee,  he  may  deposit    the  certificate    with  the 

secretary  of  the  Share  and  Loan  Department  of  the 
Stock  Exchange,  who  forwards  it  to  the  company  and 
con.panv.  Certifies  the  transfer  {d).  In  all  cases  where  the  certifi- 
cate relates  to  shares,  and  in  the  case  of  stock  where 
the  certificate  does  not  require  subdivision,  the  certifi- 
cation must  be  by  the  company. 

When  the  new  holder  has  been  registered  in  respect 
of  the  shares  sold,  the  company  issues  to  him  a  certifi- 
cate in  respect  of  his  holding.  If  the  old  certificate 
has  been  subdivided  and  the  vendor  retains  any  of 
the  shares  represented  by  it,  the  company  issues  to 
the  vendor  a  new  certificate  for  the  shares  remaining 
unsold.  Such  a  certificate  is  commonly  spoken  of  as 
a  "  balance  certificate." 

Estopnei  of  By  issuing  a  certificate  the  company  makes  a  state- 
company  by  ^  Q^  which  all  persons  are  entitled  to  act,  that 
its  certificate.  "•  ^     ^      r  r  ^  i.        t_    i  j 

the  person  to  Avhom   it   is    issued    is   a   shareholder, 

entitled  to  the  shares  specified  therein  ;  and  the  com- 
pany is  estopped  from  denying  the  truth  of  that 
statement  as  against  anyone  altering  his  position  to 

id)  Eule  121. 
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his  (letriment  upon  the  faith  of  tlio  certificate  («). 
The  fact  that  the  ceitilicate  was  oljtained  fi-om  the 
compaTiy  by  fraud  or  mistake  makes  no  difference  to 
this  estop jH'l  (/). 

Where,  therefore,  a  purcliaser  bought  and  paid  for 
t^hares  upon  the  faith  of  a  certificate  held  hy  his 
Vendor,  the  company  was  coinpeUed  to  compensate 
hiiu  upon  the  certificate  proviuo-  to  be  invalid  {g). 

So  where  one  having  bought  shares  and  obtained  a 
certificate,  resokl  the  shares,  believing,  upon  the  faith 
of  the  certificate,  that  he  had  the  shares  to  deliver, 
the  company  was  held  liable  to  pay  him  the  amount  of 
his  loss  incurred  through  acting  upon  its  certificate  (Ji). 
Again,  where  a  purchaser,  upon  the  faith  of  a 
certificate  issued  by  the  company,  repaid  to  his  vendor 
a  call  on  the  shares,  and  the  certificate  proved  to  be 
invalid,  the  company  was  held  liable  to  pay  the  value 
of  the  shares  {i).  So  also  in  the  case  of  a  sale  of 
partly-paid  shares  the  company  was,  as  against  a  bond 
fide  transferee,  held  bound  by  the  certificate  as  to  the 
amount  paid  upon  the  shares  (Jc).  Upon  the  sauie 
principle  a  company,  which  issued  a  certificate,  stating 


(e)  Balkis  Consolidated  Co. 
V.  Tomkinson,  [1893]  A.  C. 
'j96  ;  In  re  Bnhia  ajui  San 
Francisco  Rail.  Co.,  L.  R.  ."! 
<^.  B.  .>84  ;  In  re  Otto's  Kopje 
Diamond  Mines,  Ltd.,  [1893] 
1  Ch.  618.  Bub  see  pout,  p. 
37. 

(/)  In  re  Pali  la  and  San 
Francisco  Bail.  Co.,  ubi  sup. 
Balhis    Consolidated    Co.   v. 


Tomkinson,  ubi  sup.  ;  Dixon 
v.  Kennaway,  [1900]  1  Cli. 
833. 

(gr)  In   re  Bahia  and  San 
Francisco  Rail.  Co.,  uhi  sap. 

(h)  Balkis       Co7i8olidated 
Co.  V.   Tomkinson,   ubi  sap. 

(i)  Hart  V.  Fronlino  Gold 
Mining  Co.,  L.  K.oEx.  111. 

(/i)  BurkinshaicY.  Xicolls 
•■'.  A.  C.IOOi. 
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that  the  shares  denoted  in  it    were    fully  psiid,  was 
estopped  from  denying  the  truth  of  that  stateuient  (Z). 

Certificate  The  obhVatioii  upon  the  company  wliich  arises  upon 

not  a  ^}jQ  issue  of  a  certificate  arises  by  estoppel,  and  not 

wairanty  of  ./  jrr      •> 

title.  upon  a  warranty  that  the  person  to  whom  the  certifi- 

cate is  issued  has  a  good  title  to  the  shares  repre- 
When  com-  sented  by  it  (m).  This  distinction  is  of  impurtance, 
pany  isuot      £^^.  ^^^  company  is  only  liable  to  one  who  CMn  show  a 

estopped  by  r       j  j 

certific.te  cause  of  action  against  it  upon  the  assumption  that 
those  facts  are  true  which  it  i«  estopped  from  deny- 
ing (n).  Further,  as  no  estoppel  can  arise,  unless  the 
person  to  whom  the  representation  has  been  made  has 
acted  upon  it  to  his  detriment,  or  has  been  lulled  by 
it  into  a  false  sei.-urity,  and  so  suffered  damage,  the 
presence  of  one  or  other  of  these  elements  is  necessary 
to  give  rise  to  an  action  against  the  company.  Upon 
this  principle  it  was  held  that  where  a  transferee  of 
shares  had  been  registered  and  received  a  certificate, 
in  pursuance  of  a  transfer  sent  in  by  him,  but  which 
proved  to  be  a  forgery,  the  transferee  had  r.o  right  of 
action  against  the  company,  as  he  had  not  acted  to 
his  detriment  upon  the  faith  of  any  representation 
which  tlie  company  was  estopped  from  denying. 
The  person  who've  name  had  been  forged  to  the 
transfer  was  in  fact  the  owner  of  the  shares,  and  the 
transferee  had  not  acted  to  his  detriment  upon  the  cer- 
tificate issued  to  him  (o).  So  when  a  transferee  under 
a  forged  transfer  received  a  certificate  from  the  com- 
pany, and  the  only  detriment  to  himself  which  he 
could  allege  was  that  he  had  not  got  his  broker  at  once 

(l)  Bloomentlml  v.    Ford,  {n)  Be  African  Gold  Conces-^ 

[1897]  A.  C.  156.  sions  Co.,  [1899]  1  Ch.  414. 

(m)    In  re    Otto's    Kopje  (o)  Simm  v.  Anglo-Ameri- 

JJiamond  Mines,  Ltd.,  [1893]  can  Teleyraph  Co.,  5  Q.D.B^ 

1  Ch.  618.  188. 
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to  apply  to  the  Stock  Kxchant^e  Coniniittee  to  make 
the  sellinij  broker  responsible  under  Rule  112,  {p)  the 
company  was  held  not  to  be  estopped  from  tienying  his 
title.  It  is  t(j  be  noted  that  it  was  not  suggested  that 
he  had  lost  his  remedy  under  that  l^ule  (7). 

Whert>,   however,  a  ])erson    who    had    no    title    to    Transferoe 
sliares  purported  to  transfer  thein  to  a  transferee,  and    reet'Mjy  ^ 
the  company  issued  a  certificate  to  the  transferee,  who    c-ertiticate. 
was  thereby  lulled  to  rest,  and  did  not  avail    herself    Kennaway. 
of  the  right  of  action  which  in  the  true    state   of   cir- 
cumstances she  then   jx'ssessed  against  those  who  had 
pretended   to  sell  the  shares,  the'  company,  upon  re- 
moving her  name  from  the  register,  and  upon  its  being 
shown  that  the  plaintiff's  right  of  action  had  by  then 
become  valueless  owing  to  the  insolvency  of  the  frau- 
dulent vendors,  was  held  liable  to  her  for  the  value 
of  the  shares  (r).     Tlie  result  would  have  been  differ- 
ent if  the  company  could  have  shown  that  the  right  of 
action  of  the  plHintiff  against  lier  vendors  was    value- 
less at  the  time  when  they  issued  the  certificate:    for, 
if  that  had  been  the  case,  she  would  have  suffered  no 
damage  from  the  representation  made  by  the  company. 
In  such  a  case  the  onus  of  proving  that  the  right  of 
action  was  ah  initio  valueless  lies  upon  the  company  (r). 

Where  the  certificate  which  is  relied  u])on  as  raising  No  estoppel 

the  estoppel  has  been  issued  by  the  company  in    pur-  son\mtUn"-' 

auance  of  a  forged  transfer,  the  company  is  not  estop-  i' Tward 

ped  by  rhe  certificate  as  against  the  person    who   put  transfer. 
forward  the  forged  transfer,  and  requested    the  com- 

(2^)  Tlien  KuIeiU.  (1885)    12U;    and    .see    post, 

iq)  Waierhouse    v.     London  p.  181. 
nnd  South-Wetitern  Bail  Co.,  (r)    Dixon    v,    Kennatvay, 

41  L.  T.  oO:?;  see  also    In   re  [1900]  1  Ch.  833. 
Vulcan  Iromvorks  Co.,  W.  N. 
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pany  to  register  Iiim  in  respect  thereof  {s).  But  the 
fact  of  the  forgery  would  not,  it  is  conceived,  prevent 
the  estoppel  arising  in  favour  of  third  persons  acting 
to  their  detriment  upon  the  faith  of  the  certificate  {t). 

Company  has      j^q^  only  is  the  person  putting    forward  a  fore-ed 

right  of  ac-  /      .  ^  .  , 

tion  against    transfer  deprived  oE  any  right  against  the  company 

Thefneld^cUr-  ^^  estoppel,  but  the  company  has  a  right  of  action 
j)orcitio>i  V.      against  him  for  any  damages  which  may  accrue  to 

them  in  consequence  of  their  having  recognised   him 

as  transferee  (uj. 

Forged  j^^  q^q  qq^^q  w^gpe  the  certificate  itself   was    forged, 

certificate.  ° 

in  that  the  secretary  of  the  company  put  the  com- 
pany's seal  upon  it  without  authority,  and  forged  the 
name  of  a  director  thereto,  tlie  company  was  held  es- 
topped as  against  a  person  who  had  purchased  shares. 
on  the  faith  of  the  forged  certificate  {ic).  The  grounds 
of  this  decision  were  that  the  company  was  responsible 
for  the  fraud  committed  by  its  agent,  and  that,  havings 
made  it  his  oSicial  duty  to  issue  certificates,  the  com- 
pany must  be  taken  to  warrant  the  genuineness  of  the 
certificate  issued  by  him.  This  decision  cannot  be 
supported  upon  these  grounds  and  is  no  longer  an 
authority  (tc). 

(s)  Sheffield    Corporation  v.  ton,  L.  JJ.;  iiud  Sheffield  Cor- 

Barclay,    [1905]  A.    C.    392  ;  poration  v.  Barclay,  [190.3J   2 

Simm  V.  Anglo-American  Co.,  K!  B.  580. 

5  Q.  B.  D.  188 ;   and  see    per  (u)  Sheffield  Corporation  v. 

Lord  Macnaghten    in    Balkis  Barclay,  [1905]  A..  C.  392. 

Consolidated  Oo.Y.Tomhinson,  {w)   Shaio   v.   Port   Philip- 

[189.3]  A.  C.  :J96.  Gold  Mining  Co..  13  Q.  B.    D. 

(t)    See    Simm    v.    Anglo-  103. 

American  Co.,  uhi  sup.,  at  pp.  (x)  Ruben  v.  Great  Flngall 

207,  215,  per  Brett  and  Cot-  Co.,  [1906]  A.  C.  439. 
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111  tho  ease  of  Ruben  v.  Great  Fiiujall  Co.  [y)  tho 
secretary  <>f  a  company  forgod  tho  names  of  directors 
on  a  certiticate,  signed  liis  own  name,  and  affixed  tho 
seal.  He  was  acting  for  his  own  purposes,  and  the 
company  received  no  beuotit  from  the  fraud.  It  was  . 
held  l)y  tho  House  of  Lords  that  tho  company  was  not 
estopped  by  tho  certiticate  as  against  persons  who  had 
lent  money  upon  the  faith  of  it;  becauso  it  was  no  part 
of  the  duty  of  the  secretary  to  make  certificates,  his 
authoriiy  being  confined  to  handing  them  out  when 
made. 

Where  the  company  is  bound  by  estoppel,  the  Measure  of 
damnges  in  an  action  by  the  party  aggrieved,  either  by  dama^'es. 
removal  fiom  the  register,  or  by  the  company's  refusal 
to  register  him,  are  measured  by  the  market  price  of 
the  shares  at  the  time  of  tlie  company's  refusing  to 
recognise  him  as  a  shareholder  {z).  Where  the  plaint- 
iff had  upon  the  faith  of  the  certificate  issued  to  him, 
re-sold  the  shares,  and,  not  being  able  to  deliver,  had 
to  purchase  other  shares  in  the  market,  the  company 
was  held  liablefor  the  amount  so  expended  by  liim  (a). 

Sub-sect.  (iii). — Cektification. 

The  effect  of  certification  of  a  transfer  is  ver}^  differ-     Effect  of 
ent  to  that  of  issuing  a  certificate.  certiiication. 

Where  the  transfer  is  certified  by  the  Secretnry  of 
the  Share  and  Loan  Department,  the  Managers  and 
Committee  of  tho  Stock  Exchange  take  no  respon- 
sibility (6), 

Where  the  transfer  is  certified  by  the  secretory   of  No  estoppeL 

^y)  [1900].  A.  C.  30-2.  Mines,     [IROS]     1    Ch.     618; 

{z)  In   re   Bahia  ancf   Son  Dixon    v.    Kennavmy,    [1900] 

Francisco  Rail  Co.,  L.  B,.  :}  Q.  1   Cli.  833. 
B.  >B4;  Hart  v.  Frontino  G'>1,1         (a)  BaR-is  ConsoUdaled  Go. 

Mminfi  C<>.,  L.  K.  5    Ex.  Ill  ;  v.  Ti'Vikinson,  nhi  sup. 
In  re    Olto's   Kopje    Diamond         (h)  Rulu  121. 
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the  conipaiij,  it  was  formerly  thought  that  the  com- 
pany was  estopped  from  denying  that  a  certificate 
complete  and  regular  upon  its  face  bad  been  lodged, 
which,  either  alone,  or  together  \\ith  other  documents 
in  the  company's  possession,  showed  w  prima  facie  title 
in  the  transferor,  though  it  was  not  estopped  from 
denying  the  genuineness  of  the  documents  or  the  trans- 
feror's title  (c).     It  is  now,  however,  established  that 

Whiteclxitrch  ^  .  ^         ■  c-        l^  ■  ^ 

V.  Gavanagh.  ^^^  such  estoppel  arises  ;  tor  the  company  is  under  no 
duty  to  certify,  and  the  secretary  is  only  authorised 
to  give  a  receipt  for  certificates  which  have  been 
actually  lodged  with  the  company  [d).  The  effect 
of  this  is  to  reduce  the  value  of  the  certification  to 
nothing  more  than  that  of  a  personal  assurance  by 
the  secretary  of  the  company. 

Sect.  III.— SECURITIES   TO   BEARER. 

Securities  to       Bearer  securities  are  those  for  the  transfer  of  which 
earer.  ^^^  writing  is  necessary,  but  which  pass  by  mere    deli- 

very of  the  documents  of  title  from  hand  to  hand. 

The  principal  bearer  securities  dealt  in  upon  the 
Stock  Exchange  are  Exchequer  Bonds,  stock  certifi- 
cates to  bearer  issued  in  respect  of  holdings  of 
Government  stock,  the  bonds  and  scrip  issued  by 
foreign  governments,  the  bonds  of  companies  made 
payable  to  bearer,  and  stock,  and  share  warrants  to 
bearer  issued  by  joint  stock  companies. 

In  the  case  of  English  companies,  though  there  was 

In  English  .  .  ... 

conipanioe.      nothing  in  the  Companies  Act  of  1862  which,  in  so 

many  words  forbade  the  creation  of  shares  transferable 

'  by  delivery,  such  shares   are  clearly    contrary   to  the 

spirit  of  that  Act,  and  would  in   all  probability    have 


(c)  Bishop     V.    Bo.lkis    Con-       Macl-ay's  Case  [18P6],  2  Ch.  7 
solidafed  Co.,  25  Q.  B.  D.  512  ;  (d)    Whitechtirch  v.    Cava- 

In       re      Concessions       Trust,       ragh,  [1902]  A.  C.  107. 
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been  held  tu  be  illegal  («).  In  respect,  however,  of 
fully  paid  shares  or  stock  the  Companies  Act  of  1867 
expressly  permitted  share  warrants  to  bearer  to  be 
issued,  and  this  provision  has  been  continned  by 
the  Companies  Consolidation  Act  of  1008  (/).  In 
companies  subject  to  be  Companies  Clauses  Act  such 
shares  are  certainly  illegal  (^). 

In  the  case  of  most,  it  not  all,  American  companies  American 
the  shares  are  transferable  in  the  books  of  the  com-  *^'^"'P*°'^^' 
panies.  In  order,  however,  to  make  them  transferable 
by  delivery,  certificates  are  issued  indorsed  with  blank 
transfers,  and  with  powers  of  attorney,  also  in  blank  as 
to  the  name  of  the  attorney.  These,  when  the  power 
of  attorney  is  signed  by  the  registered  holder,  pass 
from  hand  to  hand  by  delivery  (A). 

To  what  extent  the  documents  of  title  to  securities 
which  pass  l)y  delivery  are  negotiable  instruments  de- 
pends, a])nrt  from  statuie  (/),  upon  the  form  of  the 
documents  and  the  custom  prevailing  in  England  as 
to  dealings  in  them.  Where  the  form  of  an  instru- Essentials  for 
ment  is  such  that  it  can  be  sued  upon  by  the  possessor  (ffVora^of 

of  it  for  the  time  being  in  his  own  name,  and  not  in  the  "'st'^meiit. 

(2)  Custom, 
name  of  his  transferor,  and  where,  at  the  same  time, 

the  instrument  is  by  the  custom  of  trade  in  this  country 

transferable,  like  cash,  by  delivery,  the  instrument  is  a 

negotiable  instrument,  and  passes  a  good  title  to  the 

property  secured  thereby  to  any  one  taking  it  in  g<  od 

(e)  See  Buckley    (Mtli  od.),  (It)  Cohnial  Bank  y.  Cady, 

p.  .!'>81.  15  A.  C.  at  p.  280. 

(/)  Companies    Act,    18t)7.  ii)  E.r/.,  East  India  Bonds 

8.  "27  ;  Companies    Consolida-  l)y     51    Geo.    III.  c.  t>4,  and 

tion  Act,  1m08,  s.  '>7.  share  warrants  to  bearer  by 

(g)  McEwen  v.  West  Loudon  Companies  Act,  1867,  s.  28. 
Whari-es  Co.,  6  Ch.  655, 
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faith  and  for  value,  notAvithstanding  any  defect  in  tlie 
title  of  the  transferor.  Where  either  of  these  condi- 
tions is  absent,  the  instrument  is  not  a  negotiable 
instrument. 

Giyn  v.  Baker.  In  Glyn  V.  Baker  {k),  bonds  of  the  East  Indian  Com- 
pany, which  were  made  payable  to  the  obligee  and 
"his  executors,  etc.  (by  indorsement  hereon)/'  and 
were  indorsed  in  blank  by  the  obligee,  were  held  not 
to  be  negotiable  instruments.  It  was  there  stated  by 
Lord  Ellenborough,  C.J.,  that,  even  if  a  custom  to 
treat  them  as  negotiable  had  been  proved,  '^  no 
right  of  action  could  be  made  to  pass  by  such  a  practice 
to  the  holder  of  them,  where  by  law  no  such  right 
passes  "  (Z), 

mT^^Uc'  "^^^^  ^^^^  ^^^  cited  with  approval,  but  distinguished, 

by  Abbott,  C.  J.,  in  Gorgier  v.  Mieville  {7)1).  There  it 
was  held  that  a  Prussian  bond,  whereby  the  King  of 
Prussia  declared  himself  and  his  successors  bound  to 
every  person  who  should,  for  the  time  being,  be  the 
hoMer  of  the  bond,  was  negotiable,  on  the  ground  that 
it  was  payable  to  the  bearer,  and  therefore  in  its  nature 
precisely  analogous  to  a  bank  note  or  bill  of  exchange 
indorsed  in  blank. 

London  and         In  London  and  Gounty  Banking  Company  v.  London 
y.  London  and  ^^^^  River  Plate  Bank  (72),  share  certificates  of  the  Penn- 
^tccr  Plate     sylvania  Railway  Company  which,  upon  the  face  of 
them,  purported  to  be  transferable  only  in  the  com- 
pany's books,  though  they  were  indorsed  with   blank 
transfers,  and  though  it  was  proved  that,  both  upon  the 

{h)  13  East,  509.  the  iiicidenfc  of  negotiability 

(Z)    13  Ease,  at  p.  614.     It  upon  these  bonds. 

was   in   consequence   of  this  (m)  3  B.  &  C.  45. 

decision  that  the  51  Geo.  Ill  (w)  20"  Q.  B.  D,     232;    21 

c.  64,  was  passed,  conferring  Q.  B.  D.  535. 
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Stock  I'Jxcliiingo  and  by  bankers,  llicy  were  treiitcd  as 
negotiable  instruments,  were  nevertheless  held  not 
negotiable  upon  the  ground  that,  their  form  was  such 
that  no  custom  co'jhl  render  them  negotiable  (o).  The 
second  condition  of  ncgotiabilit}-  was  absent  in  the  case 
of  Lany  v.  Smyth  (2?),  in  which  Neajjolitan  obligations  Lang  v. 
called  Bordereaux,  though  in  form  eutitlin^-  the  bearer  "*'' 
to  the  security  represented  by  them,  were  held  not 
negotiable  instruments,  because  they  did  not  usually  in 
England  pass  from  hand  to  hand  like  money. 

To  make  a  foreign  instrument  negotiable  it  is  not  Foreign 
enough  to  prove  that  it  is  so  ti'eated  by  the  custon)  of  j,^„e^  i,^, 
the  country  of  its  oriyfin,   but   it  must  also  be  shown  "^so*-' able  m 

•'  °  its  own 

to  be  SO   treated  by   custom  in  England    (q).     It  has  country  and 

been  suggested  that  a  foreign  instrument,  not  treated 

as  negotiable  in  the  country  of  its  origin,  cannot  be 

made   negotiable  by   the  custom  of   this  country  (r). 

But  proof   tliat  a   foreign    instrument    is   by   custom 

negotiable  in  England  is  strong  lyrimd  facie  evidence 

of  its  negotiability  in  the  country  of  its  origin  (>•). 

As   regards   Eny^lish  instruments   which    were    not  Crouch  w 
amongst  those  treated  as  negotiable  by  the  ancient  law  ^ier. 
merchant,  it  was  held  in  Grouch  v.    Credit  Fonder  {t) 
that  no  uffjige,  however  genei'al,  (^ould   confer   upon 
them  the  incident  of  negotiability. 


(o)  See  also  Colonial  Bank  (r)  Lang  v.  Smyth,  7  Bing 

V.  Cady,  15  A.    C.  2^7;  Part-  284. 

ridge  v.    Bank  of  England,  P  (s)  Ficker   v.  ,London   and 

Q.  B.  '696.  County   Bank,   ubi   sup.,   per 

(p)  7  Bing.  28-1.  Lord  Esher,  M.  R. 

(g)   Picker   v.     London  and  {/)   L.  R.  8  Q.  B.  374;  see. 

County  Bank,  18  Q.  B.  D.  .",15  ;  London   and  County  Bank  v. 

Willio,m8  V.  Colonial  Bank,  38  London  and  River  Plate  Bank, 

Ch.  D.  .388,  at  p.  404.  20  Q.  B.  D.  232. 
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In  effect 
overruled  by 
Goodwin  v. 
Bobarts. 


In  the  case,  however,  of  Goodwin  v.  Roharts  [u),  in 
whioh  tbe  instruments  in  qnestion  were  foreign  instru- 
ments, Cockbiirn,  C.  3.,  who  delivered  the  judgment 
of  the  Exchequer  Chamber,  said  in  reference  to  the 
decision  in  Crouch  v.  Credit  Fonder,  "  We  cannot 
concur  in  thinking  that,  if  proof  of  a  general  usage 
had  been  established,  it  would  have  been  a  sufficient 
ground  for  refusing  to  give  effect  to  it,  that  it  did  not 
form  part  of  what  is  called  the  ancient  law  merchant." 
This  judgment  was  affirmed  by  the  House  of  Lords  {w), 
and  in  later  cases  \.(),  has  been  treated  as  overrnling 
the  decision  in  Crunch  v.  Credit  Fancier. 


Foreign 
aecnritiea 
which  have 
been  held 
negotiable. 


The  following  foreign  securities  have  been  held  to 
be  negotiable  instrunients : — Prussian  Bonds  {y)  • 
Russian  and  Hungarian  Sci-ip  (z)  ;  Egyptian  Bonds 
;ind  New  South  Wales  Bonds  (a)  ;  French  Bonds  [b)  ; 
Argentine  Cedulas  (c)  ;  Bonds  of  the  De  Beers  Con- 
solidated Mines  [d)  ;  and  American  Railway  Bonds  (e). 
It  is  no  longer  necessary  to  tender  evidence  that  such 


(tt)  L.  11.  10  E.\.  3o7,  at 
p.  356. 

(w)  1  A.  C.  476. 

(a;)  Bumball  v.  Metropolitan 
Bank,:^Q.  B.  D.  194  (scrip 
certificates  of  an  English 
company)  ;  Becliuanaland 

Exploration  Go.  v.  London 
Trading  Bank,  (1898)  2  Q.  B. 
658 ;  Edelstein  v.  Scliuler, 
(1902)  2  K.  B.  144  (debenture 
bonds  of  En^ish  companies) 
Wehh  Hall  S;'  Co.  v.  Alexandra 
Water  Co.,  21  T.  L.  E.  572. 

iy)  Ooryier  v.  Mieville,  3  B. 
<&  C,  45;  Picker  v.  London 
and  County  Bank,  18  Q.  B.  D. 
51 5. 


(z)  Goodifi)i  V.  Bobarts,  1  A.  C. 
476. 

(a)  London  and  County 
Bank  v.  London  and  Biver 
Plate  Bank,  20  Q.  B.  D.  232. 

(b)  Synionds  v.  Midkern,  46 
L.  T   763  ;  30  W.  B.  875. 

(c)  London  Joint.  Stock 
Bank  v.   Simmons,  (1892)  A 

C.  207. 

{d)  Edelstein  v.  Schider 
(1902)  2  K.  B.  144. 

(e)  Easton   v.   Joint     Stock 
Bank,  13  A.  C.  333  ;   Venables 
V.  Barinr/,    (1892)  3   Ch.  527  ; 
Benfinck     v.     London     Join  1 
Stock  Bank,  (1893)  2  Ch.  120  ; 
Edelstein  v.  Schider,  ubi  sup. 
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bonds   art-    negotiaUIe.  as   the   Courts    will   now  take 

iudieial  notice  of  the  fact  (/').      \\'hei-e  an  instnunont  'i'«tle  of  bo»d 
.  ,  .        .     .  J    <•   ■  1       1        •    '"^^  holder  foi- 

l's negotiable,  anybody  taking  it  in  good  faith,  that  is  Value. 

to   say,   witliont   notice  of  any   defect   in  the  title  ot' 
transferor,  and  for  value,  obtains  a  title  thereto  which 
is  good  against  all  the  world,  notwitlistanding  that  the 
instrument  may  have  been  stolen  or  otherwise  impro- 
perly dealt  with  by  his   transferor.     Good    faith    is  Notice. 
always  a  question  of  fact ;  and   notice  of  a  i)Ossible  Sf„cA.BanA- v. 
defect  in  the  title  of  the  transferor  will,  or  will   not,  S«ni»iJ"«. 
be   imputed    to  the   transferee,    according    to    all    the 
circumstances  of  the  particular  case.     Lord  Horschell 
laid  down  the  law  as  follows:  "  I  apprehend  that  when 
a  person,  whose  honesty  there  is  no  reason  to  doubt, 
offers  negotiable  securities  to  a  banker  or  any  other 
person,   the   only   consideration  likely    to  engage  his 
attention    is,    whether    the    security    is    sufficient    to 
justify  the  advance  required.      And  1    do   not  think 
the  law  lays  upon  him  the  obligation  of  nuiking  any 
inquiry  into  the  title  ot  the  person  whom  he  finds  in 
possession  of  them;  of  course,  if  there  is  anything  to 
arouse    suspicion,   to    lead    to  a   doubt    whether    tbe 
person   purporting    to    transfer    thtm    is    justified    in 
entering  into  the  contemplated  transaction,  the  case 
would  be  different;  the  existence  of  such  suspicion  or 
doubt  would  be  inconsistent  with  good  faith.     And  if 
no  irquiry    were   made,   or  if   on  inquiry    the  doubt 
were    not    removed    and    the   suspicion   dissipated,    I 
should  have  no  hesitation  in  holding  that  good  faith 
was  wanting  in  the  person  thus  acting  "  (g). 


if)  Edehtein  v.  Schulcr,  iibi  (g)  Lovilon  atid  Joint  Stock 

sup.,  per  Bigliiini,  J.  Bank  v.  Simynons,  ubi  stip.,  at 

p.  2-23. 
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When  holder 
put  on 
inquiry. 

She,ffield  v. 
London  Joint 
Stock  Bank 
and  London 
Joint  Stock 
Bank  v. 
Simmons. 


Value. 
London  and 
County  Bank- 
ing Co.  V. 
London  and 
River  Plate 
Bankt 


Edelstei' 
Schuler. 


So  it  was  lield  that,  were  a  bauk  advanced  money 
against  a  deposit  of  securities  made  by  one  whose 
business  they  knew  to  be  the  lending  of  money  to 
third  persons  against  deposits  of  securities,  the 
circumstances  were  such  as  to  put  the  bank  upon 
inquiry  as  to  the  true  ownership  of  the  securities,  and 
so  prevent  the  bank  from  holding  them  against  the 
true  owner  (h).  Where,  however,  the  same  bank 
made  advances  to  a  stock  broker  against  a  deposit  of 
securities,  the  House  of  Lords  held  that  the  cii-cum- 
stances  were  not  such  as  to  .put  the  bank  upon 
inquiry,  and  that  consequently  the  securities  could  be 
held  by  the  bank  against  the  true  owner  (i). 

The  giving  up  of  any  right,  even  though  the 
existence  of  such  right  be  unknown  to  its  possessor, 
or  the  undertaking  of  any  personal  liability,  is 
sufficient  to  atnount  to  a  giving  of  value.  For  instance, 
where  a  bank  manager  stole  bonds  belonging  to  his 
bank  and  pledged  them  with  a  third  person,  and 
subsequently,  before  the  theft  was  discovered,  got 
thetn  back  by  fraud  from  the  third  person,  and 
replaced  them,  it  was  held  that  the  loss  by  the  bank 
of  the  civil  action  against  its  manager  for  the 
conversion  of  the  bonds  by  him  was  a  sufficient  giving 
of  value  by  the  bank,  to  make  them  holders  for  value 
of  the  bonds  (A). 

So  also,  where  stolen  negotiable  instruments  were 
sent  to  a  broker  for  sale,  and  sold  by  him  upon  the 


(//.)  Sheffield  v.  London  Joint 
Stock  Bank,  13  A.  C.  833. 

(i)  London  Joint  Stock 
Bank  v.  Simmons,  [1892]  A. 
C.  201  ;  followed  in  Bentinck 
V.  Jjondon  Joint  Stock  Bank, 


[1893]  2  Ch.  120. 

(k)  London  and  County 
Banking  Go.  v.  London  and 
River  Plate  Bank,  21  Q.  B.  D. 
o3o. 
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Loudon  Stock  Kxcliaiij);e,  it  was  lieM  that  tlie  fact 
that  he  had  entered  into  a  contract  upon  the  Stock 
Exchange,  whereby  he  became  personally  responsible, 
amounted  to  a  giving  of  value,  and  protected  him 
from  liability  for  conversion  of  the  bonds  (Zj. 

Sect.  TV.— DIVrDKNDS  AXD  RIGHTS. 

The   holder  ot   securities   may    become   entitled   to  DiridtMirls 
interest  or  dividends,  or  to  certain  rights^  such  as  the 
right  to  apply  at  a  certain  price  for  new  shares  issued 
by  a  company  in   v%hich  he  is  a  shareholder,   or  for 
shares  in  some  other  company. 

A  sale  of  securities  may  be  made  to  include  such  Siie  cum 
interest,  dividends,  or  rights,  or  to  exclude  them,  and  "^  *■*' 
the  sale  is  accordingly  spoken  of  as  "cum''  or  ''ex" 
interest,  dividend,  new,  or  rights. 

The  general  rule  of  law  is  that  upon  a  sale,  where  General  rule, 
nothing  is  said  to  the  contrary,  all  such  rights  pass  to 
the  purchaser.  So  all  dividends  declared  after  the 
sale,  although  for  a  period  anterior  to  the  sale,  belong 
to  the  purchaser  m) ;  and  w^hen  new  shares  are  issued 
in  respect  of  old,  and  the  seller,  by  reason  of  being 
on  the  register,  receives  the  new  shares,  he  is  a 
trustee  of  them  for  the  purchaser  (?»). 

Further,    in   dealings   on    the   Stock    Exchange    in  Responsi- 

aecurities  rleliverable  bv   deed  of  transfer,  and  which  i"'''/.  of  seller 

'  tor  aividends 

are  dealt  in  "  cum  div./'  every  seller  is  responsible  to 
liis  immediate  buyer  for  dividends  received,  until 
reasonabV  time  has  been  given  to  the  transferee  to 
get  his  name  on  to  the  register  (o). 

(l)     Edehlein    v.     Schuler,  (n)    Stewart  v.    Lupion,  ii.2 

[1002]  2  K.  B.  144.  \V.  R.  8oo. 

(m)  Black  v.  Hcnnenham,  4  (o)  Rule  102. 
Ex.  D.  24. 
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This  time,  in  the  case  of  American  Railway  Secu- 
rities, is  fixed  at  eleven  days  (p),  between  delivery 
and  the  closing  of  the  books  of  the  compauy  for  the 
purpose  of  ascertaining  who  is  entitled  to  dividends. 
If,  in  these  cases,  delivery  is  made  less  than  eleven 
days,  before  the  closing,  the  seller  remains  liable, 
until  the  books  have  re-opened  and  the  balance 
of  the  eleven  days  has  elapsed.  Presumably 
also  in  the  case  of  other  securities,  where  delivery 
is  made  at  such  time  as  not  to  allow  the  purchaser 
a  reasonable  time  for  getting  on  the  register 
before  the  books  are  closed,  the  seller  remain.-  liable 
for  the  balance  of  the  reasonable  time  after  the 
books  are  re-opened.  The  result  of  these  rules  is  that 
the  ultimate  purchaser  can  hold  his  immediate  seller 
responsible  for  dividends  received  by  the  ultimate 
seller  as  trustee  for  the  ultimate  purchaser  ;  and  each 
intermediate  purchaser  can  similarly  hold  his  seller 
responsible,  provided  the  books  close  beforp  the 
ultimate  purchaser  has  had  time  to  get  on  the 
register;  but  if  the  ultimate  purchaser  delays,  and 
the  books  close,  without  his  having  availed  himself  \)f 
the  opportunity  of  being  registered,  all  the  inter- 
mediate parties  cease  to  be  answerable  for  dividends, 

and  he  must  hjok  to  the  ultimate  seller  alone. 
Quotation  in 

Official  List  On  the  Stock  Exchange  securities  are  quoted  ""  ex" 
or  "  cum  "  these  various  rights  in  the  Official  List,  and 
where  nothing  is  said  as  to  such  rights  at  the  time  of 
the  sale,  they  remain  with  the  seller,  or  pass  to  the 
purchaser,  according  as  the  securities  are  at  that  time 
being  quoted  in  the  Official  List  "  ex  "  or  "  cum."  If 
the  securities  are  not  quoted  in  the  Ofiicial  List  at  all, 

(p)  Rule  131. 


ec  or  cvm. 
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the  dealers  in  the  market  fix  the  dates  on  wlii(^h  they 
are  (luoted  '*  ex  "  or  "cinn." 

Govern iiient  and  Corporation  inscribed  or  ri'gis- 
tered  securities  are  quoted  "  ex  div."  on  the  day  after 
the  books  are  closed  for  the  purpose  of  ascertaining^ 
to  whom  the  dividend  is  payable  {q). 

Securities  deliverable  by  deed  of  transfer,  except 
those  dealt  in  in  the  Mining  Market  and  registered 
debentures,  are  quoted  "  ex  div."  on  tlie  Account-day 
following  the  closing  of  the  books  for  the  payment  of 
the  dividend,  but  if  the  dividend  is  made  payable  to 
the  holders  registered  at  the  date  of  the  declaration  of 
the  dividend  then  such  securities  are  quoted  "  ex  div.'' 
on  the  Account-day  following  the  declaration  {q). 

Securities  deliverable  by  deed,  and  dealt  in  in  the 
Mining  Market,  are  quoted  ''ex  div.*'  from  the  begin- 
ning of  the  account  in  which  the  dividends  are 
declared  {q). 

Securities  to  bearjr  and  registered  debentures  are 
quoted  "  ex  div."  on  the  day  upon  which  the  dividend 
is  payable  {q). 

Where  the  current  coupon  for  interest  or  dividend 
on  bearer  securities  is  not  payable  until  after  the 
settling  day  of  the  account  in  which  the  bargain  has 
been  made,  the  securities  must  be  delivered  with  the 
coupon  attached  (r),  so  that  the  purchaser  may  make 
use  of  it  to  get  payment.  If  the  coupon  is  not 
delivered,  the  purchaser  has  the  right  to  demand  its 
market  value  (r).  When,  however,  the  coupon  is 
payable  on  the  settling  day,  it  is  retained  by  the 
seller  (r),  and  he  gets  it  cashed;  but,  as  the  sale  will 
have  been  *'cum  div."  (s),  the  purchaser  deducts  the 

(q)  Rule  101.  (s)  Rule  lUl. 

(r)  lb.  130. 

S.E.  .  4 
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General  rule. 


Bargains  in 
prospectire 
dividends 
forbidden. 


amount  of  the  dividend  from  the  price  he  has  agreed 
to  pay. 

American  shares  are  quoted  "ex  div."  on  the 
Account-day  preceding  the  closing  of  the  books  for  the 
purpose  of  ascertaining  to  whom  the  dividend  is 
payable  if  the  closing  is  not  more  than  six  days  after 
the  Account-day  but  not  until  the  Account-day  follow- 
iag  the  closing-,  if  more  than  six  days  intervene (i^). 

In  all  these  cases,  as  soon  as  the  interest  or  dividend 
has  been  paid,  the  quotation  will  again  be  "  cum  "  the 
next  payment  of  interest  or  dividend. 

It  may,  then,  be  stated  that  where  the  quotation  is 
not  "  ex  "  interest  or  dividend,  the  accruing  interest 
or  dividend  belongs  to  the  purchaser. 

British  and  Colonial  Treasury  and  Exchequer  Bonds 
or  Bills,  Rupee  Paper,  Indian  Kailway  Debentures 
and  certain  securities  of  a  like  character  are  so  dealt 
in,  that  the  interest  which  accrues  up  to  the  day  for 
which  the  bargain  is  done,  which  will  usually  be  next 
Account-day,  belongs  to  the  seller,  and  is  paid  by  the 
purchaser  on  completion,  and  received  back  by  him 
in  the  next  payment,  of  interest  {t).  This  does  not 
apply  to  bonds  and  debentures  in  foreign  and  colonial 
railways,  which  are  dealt  in  "cum"  accrued  interest 
(t).  Thus,  if  two  months'  interest  has  accrued  on  an 
Indian  railway  bond  which  is  quoted  at  100,  the 
seller  will  receive  £100  and  also  two  months'  interest; 
but  if  a  colonial  bond  is,  under  similar  circumstances, 
quoted  at  100  the  seller  will  only  recjive  the  £100. 

Members  are  forbidden  by  the  rules  to  make 
bargains    in    prospective    dividends    {u) ;    but    such 


(s)  Eule  101. 
(t)  lb.    129. 


(t)  Eule  129. 
(u)  lb.  68. 
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barpfjiins,  if  made,  could  be  enforced  by  iion-raem- 
bei's  (w] . 

By  the  Ihiles  of  tlie  Stock  Exchange  the  bu>'er  is  Rights: 

entitled    to    "  rit'hts,"    provided   he    claims    them    in  H"^*"''  ™°«* 
^        '       r  olaira. 

writing  from  the  seller,  on  the  day  befoi'e  the  last  for 
the  receipt  of  ap])lioati(ins  for  the  new  securities  {x^. 
The  fact  that  they  are  quoted  '^  ex  new  "  before  such 
claim  is  made  does  not  prevent  the  claim  being  within 
a  reasonable  time  {y). 

The  matter  is  dealt  with  by  Rule  105;  and  the  Rule  105. 
following  practice  is  referred  to  in  that  rule.  Al- 
though the  clHim  is  made  too  late,  the  seller,  if  he 
actually  obtains  the  new  shares,  must  give  them  to 
the  purchaser,  or,  if  he  has  not  obtained  them,  must 
assist  the  purchaser  in  tracing  them.  It  is  often  the 
practice  for  companies  whose  securities  are  deliverable 

by  deed,  when  issuing  new  shares,  to  provide  the  old  , 

•^  ,  ^  .  Letters  of 

shareholders    witli    Letters    of    Renunciation,    which  Eennnciation. 

contain  a  statement  that  the  old  shareholder  resigns 

in    favour   of   another   his   right  to    apply.     Such    a 

Letter  may  be  made  out  in  favour  of  the  purchaser, 

and   is    in    that   case   handed   by   the    seller  to    the 

purchaser    with    the   shares   sold,    thus   t>nabling   the 

purchaser  to  exercise  the  rights  himself.     When  no 

Letters  of  Renunciation  ari^  issued,  and  the  purchaser 

has  given  notice  that  he  claims  the  new  siuires,  the 

seller   applies  to  the  company  for  the  shares,  being 

provided  by  the  purchaser  with  the  money  required 

(v:)  ^farleny.  (iibbon.'.V.i  L.  the   rule   would  not   seem    to 

T.  561.     When  this  case  was  affect     the     rights      of     the 

decided,  the  rule  simply  said  public, 

that  such  bargains  would  not  {.«;)  Kule  10-5. 

be    enforced    by     the    Com-  (?/)  Stewart  v.    Lupfon,   22 

mittee,  but  the  alteration  of  W.  R.  800. 
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for  so  doing.  Claims  for  new  shares  are  entered  as 
bargains  in  the  books  of  the  members  concerned. 
Where  the  buyer  provides  money  for  tlie  seller  to 
apply  for  the  new  shares,  such  money  is  treated  as  a 
payment  for  the  shares^  which  the  seller  has  to 
deliver  on  the  special  settlement  in  the  new  shares. 
When  the  new  securities  which  have  been  claimed 
cannot  be  obtained  by  Letters  of  Renunciation,  the 
officials  of  the  Stock  Exchange  fix  a  price  at  which 
they  may  be  temporarily  settled.  The  purchaser 
deducts  this  sum  fi*om  the  price  he  has  to  pay  for  the 
old  securities,  and  keeps  it  until  the  special  settlement, 
when  he  pays  this  amount  to  the  seller  in  exchange 
for  the  new  securities.  In  such  case  the  new 
securities  will  be  entered  in  the  books  of  the  members 
concerned  as  a  sale  or  purchase  for  special  settlement 
at  this  price. 

Explanation  The  meaning  of  this  rule  is  not  very,  apparent, 
unless  it  be  borne  in  mind  that  the  seller  and 
purchaser,  here  referred  to,  are  not  the  ultimate  seller 
and  ultimate  purchaser,  but  the  immediate  parties  to 
the  contract,  and  also  that  it  is  frequently  the  practice 
for  companies  to  issue  one  new  share  in  respect  of 
every  holding  of  a  certain  number  of  old  ones.  It 
will  be  seen  later  that  a  purchaser  may,  on  re-selling, 
sub-divide  his  shares,  and  pass  the  names  of  various 
persons  who  will  together  take  delivery  of  the  whole 
amount ;  and  a  seller  may  himself  have  purchased  in 
various  amounts,  each  smaller  than  the  total  sold  by 
"kirn.  Now,  if,  for  instance,  one  new  share  is  issued 
for  every  ten  old  shares,  a  purchaser  of  ten  old  shares 
will  be  entitled  to  receive  one  new  share  from  his 
seller,  but  if  that  seller  has  himself  bought  in  two  lots 
of  five,  he  will  have  no  right  to  new  shares  from  his 
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sellers  ;  and  if  the  purchaser  lias  re-sol<l  to  more  than 
one  person,  these  persons  will  have  no  riglit  to  any 
new  shares  from  him.  Fnrther,  the  seller  often  is  not 
a  registered  holder,  and  so  is  unable  to  obtain  a  Letter 
of  Renunciation.  The  seller  may  thns  have  to  deliver 
what  he  cannot  get,  except  by  purchase  in  the  market. 
The  new  securities  may  be  at  a  premium,  and  it  would 
not  be  fair  that  the  purchaser,  who  will  have  to  wait 
for  his  new  shares  until  special  settlement,  should  be 
kept  out  of  this  premium.  The  rule  is  devised  to 
meet  these  difficulties.  The  immediate  seller  is  liable 
for  the  delivery  to  his  purchaser  of  the  new  securities 
on  special  settlement.  If  practicable,  he  obtains 
Letters  of  Renunciation,  and  gets  rid  of  his  liability 
by  handing  them  to  the  purchaser.  If  he  cannot  get 
Letters,  tlie  officials  fix  the  premium  at  which  the 
securities  can  be  temporarily  settled,  and  this  premium 
the  purchaser  deducts  from  his  purchase  price  until 
the  special  settlement,  when  the  seller,  who  mean- 
while buys  the  new  shares  in  the  market,  will  deliver 
them. 

When  a  seller  of  shares,  to  which  rights  are  attached,  Seller  obtain- 
himself  obtains  therights,  he  must  account  for  them  to  trusted  of" 

the  purchaser,  although  the  purchaser  had  full  notice*^''"!  ^°'" 
<=>  i^  purchaser. 

of  the  rights,  and  lias  allowed  the  time  to  elapse  without 

exercising  the  rights,  provided  that  there  has  been 

nothing  amounting  to  a  definite  renunciation  on  his 

part  (z).     The  reastm  of  this  is  that  a  seller  is  trustee 

for  his  purchaser,  and  any  profit  he  may  make  after 

the  sale  in  respect  of  the  property  sold  belongs  to  his 

cestui  que  trust,  the  purchaser  (z). 

Where  rights  become  attached  to  securities  ou  which  Rights 

an  option  has  been  given,  and  such  securities  are  quoted  ^"a'-"^^'^  to 

1  secanties 

ander  option. 
(2)  Rooney  v.  Stantnn,  17  T.  L.   K.  28. 
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'^ex  rights/^  while  the  option  is  still  open,  the  Secretary 
o£  the  Share  and  Loan  Department  fixes  an  official 
price  for  the  rit^^hts.  When  the  option  is  exercised, 
the  part}^  who  is  to  receive  securities,  that  is,  the  party 
who  has  given  for  the  call,  or  taken  lor  the  put  (a), 
deducts  this  official  price  for  the  rights  from  the 
price  he  has  to  pay,  and  the  other  party  retains  the 
rights.  He  may,  however,  give  notice  on  or  before 
the  day  on  which  the  securities  are  quoted  "  ex  rights," 
that  he  will  claim  the  new  securities,  and  take  delivery 
of  them,  if  he  exercises  his  option  ;  in  which  case  the 
new  securities  will  have  to  be  delivered  to  him  at  some 
time,  presumably  at  special  settlement  {h).  If  any- 
thing has  to  be  paid  to  the  company  for  these  new 
securities,  the  party,  who  is  going  to  get  them  on  the 
option  being  exercised,  must  pay  such  amount  to  the 
other  party  to  the  option. 

(a)  See  post,  p.  61.  v 

(&)  Kule  106. 
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CHAPTER  Til. 

THK  COUKSK  OF  BUSINESS. 

Between  mennbers  all  business  is  done  on  the  footing  Members  are 

"that  tluy  }tre  acting  as  ])rincipals  :  and  it  is  immaterial  pry^pala 
■^  Git'  inter  ee. 

whetlier  a  member  is  a  broker  or  a  jobber,  or  whether 
he  lias  or  lias  not  a  principal  on  who^e  instructions  he 
is  acting  (a).  It  nnist  be  borne  in  mind,  however,  in 
considering  the  following  explanation  of  the  business 
on  the  Stock  Exchange,  that  in  the  case  of  a  broker 
there  always  may  be,  and  in  fact  generally  is,  an 
tindisclosed  principal  for  whom  he  is  acting. 

In    many    dealings    on    the   Stock    Exchange,   the  SpeculatiTe 
member  who  buys  has  no  intention  of  investing  money  ^g^j. 
in  the  securities  bought,  by    taking  delivery  of  them  '^arg'^'i'"- 
and    paying    the   price  ;    and,    in   the   same  way^  the 
member    who    sells    often    has  not  the   securities  to 
•deliver,  and  either  has  no  intention  of  getting  them, 
or    intends    to   acquire   them   at    some    later    date,  if 
possible  at  a  price  lower  than  that  at   which  he  has 
agreed  to  sell. 

All  dealings,  unless  expressly  otherwise  agreeii, 
being  for  a  iuture  date,  the  buyer  can  re-sell,  and  tl  e 
seller  re-buy,  the  same  number  of  the  same  securities  at 
any  time  before  that  date,  and  so  hand  on  the  liability 
to  deliver,  or  take  delivery,  to  some  one  else,  and  have 
himself  only  to  pay  or  receive  the  difference  in  price 
between  the  two  bargains  (fe). 

(a)  Rule    <:i9.     Upon    a    de-  (6)    For  the    machinery  by 

fault,   it   will    be    seen    that  which  this  is  effected,  see  poa<, 

the   existence   of  a  principal  p.  7o  et  seq. 
becomes  important. 
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AVlien  this  is  the  case,  the  dealiuofs  are  said  to  be 
"speculative,"  as  opposed  to  ''investment^';  but  such 
speculation  is  recognised  as  perfectly  legitimate  trad- 
ing {c),  and  must  in  no  way  be  confounded  with 
dealings  which  are  gaming  and  wagering  (cf). 

Sect.  I.— THE  MAKING  OF  BARGAIt^S. 
Sub-sect.  (i). — Oedinary  Purchases  and  Sales. 

Making  a  A  member  (e)  desiring  to  purchase  or  sell  securities 
argam.  goes  to  that  part  of  the  Stock  Exchange,  which  is 
frequented  by  the  dealers  in  that  particular  class  of 
security,  and  is  called  the  "  market.''  There,  if  the 
security  is  one  much  dealt  in  at  that  time,  he  may  hear 
it  being  offered  or  bid  for  by  the  dealers.  The  dealers 
call  out  "  Sell "  or  ''  Buy,"  as  the  case  may  be,  naming 
the  securities  and  the  prices  ;  that  is  to  say,  they  mak& 
general  offers  to  sell  or  buy  at  the  prices  named. 

The  dealer  may  state  how  many  securities  he  is 
prepared  to  buy  or  sell.  If  he  does  so,  it  is  open  to 
any  one  to  accept  the  offer,  and  so  make  a  binding 
contract.  The  acceptance  must,  however,  be  for  a 
marketable  quantity,  not  exceeding  the  amount 
offered  (/"). 

(c)  Forget  v.  Ostigny,  [1895]  enable  him  to  re-buy  at  a 
A.  C.  318, 2?er  Lord  Herschell.  iDwer  price  before  the  time  for 
Bull  and  (d)Seepo8<,  Chap.  V.  There  delivery  arrives.  The  two 
Bear  are  two  Stock  Exchange  terms  ^^'-ms  are  used  also  m  a  some- 
in  frequent  use  in  referring  to  'C^'^\  "ider  sense,  any  one  who- 
speculative  dealings,  namelv,  ^^^  ^T^}"^  shares  to  be  de- 
"bull-  and  "bear."  A  "  bull  "  ^^^^^^^  at  a  future  date  being: 
is  a  person  who  has  bought  ^^rraed  bu  I.  and  any  one 
securities,  to  be  paid  for  at  a  ^T^o  I'as  sold  shares  for  de- 
future  date,  in  the  hope  that  l^'^'T  at  a  future  date  bemg 
the  price  will  rise,  and  thus  termed  a  bear. 
enable  him  to  sell  them  at  a  (e)  Usually  a  broker.  If  a 
profit  before  that  future  date.  jobber  wishes  to  deal  in 
A  "  bear  "  is  a  person  w^ho  has  another  mai'ket,  he  may  deal 
sold  shares,  for  delivery  Rt  a  himself,  but  more  frequently 
future  date,  in  the  hope  that  employs  a  broker  to  deal  for 
the  price  will  fall,  and   thus  him, 

(/)  Rule  92. 
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If  the  dealer  tlt>es  not  limit  the  amount  of  his  oiYer, 
it  can  be  accepted  up  to  the  amount  of  1,000/.  stock 
or  fifty  shares,  unless  the  shares  are  of  market  value 
either  greater  than  15/,  each  or  not  greater  than  H. 
each,  in  the  former  of  which  cubes  the  ofler  is  only 
binding  up  to  ten  shares,  while  in  the  latter  it  is 
binding  up  to  100.  American  Dollar  shares  when  no 
amount  is  named  can  be  accepted  to  the  amount  of 
5,000  dollars  or  100  shnres  (/). 

If  the  price  quoted  suits  the  member  desiring  to 
effect  a  bargain,  he  can  close  at  once  by  saying  '  Yes," 
or  otherwise  indicating  acceptance  of  any  amount  of 
the  security  within  the  prescribed  limits. 

If  the  member  offering  inquires  "  Huw  many  ?  "  or 
otherwise  shows  that  he  is  prepared  to  deal  at  the 
price  named  by  him  in  any  nnmber  the  other  may 
choose,  the  latter  may  close  the  barg;iiu  for  an  amount 
limited  oidy  by  the  number  of  shares,  or  amount  of 
the  security,  that  exists.  So,  it  is  said,  a  dealer 
offered  several  times  a  large  amount  of  French  Rentes 
at  the  same  price.  Kach  offer  was  accepted  by  the 
same  buyer  for  the  whole  amount.  The  dealer  then 
said,  "  How  many  do  you  want  ? ''  Thereupon  the 
buyer  replied,  "  Buy  750,000  "  ;  and  the  Committee 
decided  that  the  dealer  was  bound  to  deliver  that 
number. 

If  the  prices  or  amounts  publicly  offered  do  not 
suit,  or  if  no  dealer  is  offering  to  deal  in  the  required 
security,  the  member  desiring  to  deal  may  go  to  a 
dealer  and  ask  him  to  "  make  a  price,"  either  gene- 
rally, or  in  a  specified  number  {g).     The  dealer,  if  it 

(g)  A  dealer  is  often  asked  offer  to  deal  at  these  prices, 

for  a  quotation,  wlieii  inform-  but  if   so  taken,    ib  would    be 

atioii    is   desired    bs  to     the  looked    upon   as    very   sharp 

state  of  the  market,  e.g.,  bro-  practice.     Where   au  offer  is 

ker   to   jobl)er,    '•  What    are  required,    the  usual   formula 

Chartered.''  ";  jobber  to  l>ro-  is,    "  I  want  to  deal  in  Char- 

ker,  '•  2  to  j\"   {i.e.,  2  to  2,V).  tered."  or,   "  What  are  Cliar- 

This  might  be  technically  an  tered  ?  I  want  to  deal." 
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suits  him  to  do  so,  then  gives  two  quotations,  one 
being  the  figure  at  which  he  is  prepared  to  buy,  the 
other  that  at  which  he  is  prepared  to  sell.  The 
quotation  having  been  given,  it  is  an  offer  to  buy  or 
sell  at  the  prices  mentioned,  the  specified  number,  if 
any,  or  if  no  number  is  specified,  any  desired  amount 
within  the  limits  stated  above,  and  can  be  turned  into 
a  contract  by  the  other  saying,  in  the  case  of  a 
general  offer,  "  Buy  "  or  "  Sell "  so  many,  or,  in  the  case 
of  a  price  being  made  in  a  definite  number,  by  simply 
saying,  '^  Buy  "  or  "  Sell.'^  Where  a  price  has  been 
asked  for  a  definite  amount,  the  offer  can  only  be 
accepted  for  that  amount,  and  not  for  any  less 
quantity. 

It  may  happen  that  no  dealer  will  make  a  price,  no 
one  being  willing  to  take  the  risk  of  having  to  buy 
or  sell  at  the  other's  option.  In  this  case  the  person 
seeking  a  quotation  may  find  himself  forced  to  disclose 
to  the  dealer  whether  he  wishes  to  buy  or  sell,  or,  as 
it  is  called,  to  "  open  "  to  him.  The  dealer  can  then 
deal  or  not  as  he  pleases. 

The  bargain  being  made,  it  is  usually  at  once  entered 
by  both  buyer  and  seller  in  a  small  book  called  the 
*'  Jobbing  Book.'^     No  written  contract  is  made  {h). 

Marking  Either  party  may  then  "  mark  "  the  bargain  by 
argMnB.  ^yriting  on  a  slip  of  paper  the  name  of  the  security 
and  the  price,  signing  the  slip,  and  placing  it  in  a  box 
kept  in  the  Stock  Exchange  for  that  purpose.  The 
slip  is  taken  from  the  box  by  the  Clerk  of  the  House, 
and  the  price  written  by  him  on  the  list. 

There  is  no  obligation  on  any  member  to  mark  a 
bargain ;  but,  if  it  is  done,  it  must  be  done  at  once,  as 
otherwise  there  may  be  intervening  fluctuations  in  the 
price  of  the  security,  and  to  place  on  the  list  the  price 

(h)  As  to  the    necessity    in  law   for  a  written 
contract,  see  fost,  p.  137. 
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at  which  the  haryaln  liad  been  effected  would  be  mis- 
leading to  other  members.  However,  by  Kuk^  157 
under  certain  ciicinnstances,  the  Clerk  of  the  House 
with  the  conciiri-ence  of  a  member  of  the  Committee, 
may  order  the  ([notation  of  an  omitted  bart^ain. 

The  piicos  of  the  bargains  thus  marked  and  quoted 
go  into  the  Official  List  (i),  and  can  only  be  expunged 
by  the  authority  of  the  chairman,  deputy  chairman, 
i)r  two  members  of  the  Committee  (k). 

On  the  return  of  the  contracting  members  to  their 
respective  offices,  a  record  of  the  transaction  is  made 
in  their  various  books. 

A  broker,  if  acting  for  a  client,  has  entries  made  Books, 
in  his  "  clients'  ledger,"  and  also,  in  h11  cases,  in  his 
■"checking  book,"  "journar'  or  "daybook,"  and 
** jobbers'  ledger."  The  entries  in  the  "journal" 
are  made  under  the  names  of  the  various  securities, 
those  in  tiio  "  jobbers'  ledger  "  under  the  names  of  the 
various  jobbers,  and  those  in  the  "  clients'  ledger  " 
under  the  names  of  the  various  clients. 

A  jobber  also  enters  the  bargain  in  his  "  checking 
book,"  in  his  "  journal,"  and  "  jobbers'  ledgoi-,"  this 
latter  book  being  arranged  according  to  the  nanies  of 
the  brokers  or  jobbers  dealt  with  {I}. 

The  next  morninsr  the  checking  books  of  both  Cheeking 
parties  are  taken  by  their  clerks  to  the  checking  room  •jarg^'na- 
in  the  Stock  Exchange,  and  each  bargain  is  read  out 
and  checked,  one  clerk  saying,  e.y.,  "  Sell  yon  oOd 
Randfonteins  at  3,"  and  the  other  replying,  "  Buy  500 
Eandfonteins  at  3."  If  the  entries  do  not  tally,  and 
the  members  concerned  cannot  agree,  the  matter  is 
submitted  to  the  arbitration  of  two  other  members. 
If  none  are  willing  to  act,  or  if  the  arbitrators  cannot 
agree,  then  it  is  referred  to  the  Committee  (m). 

(i)  Ante,  p.  10.  members,  whether  jobbers  or 

(k)  Rule  125.  brokers,  being  entered  in  the 

{I)  So    "  brokers'  ledger  "  "  jobbers'  ledgor." 
is     kept,    all    bargains    with  (m)  Rule  71. 
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Time  for  All  bargains,  unless  it  is  otherwise  agreed,  are  for 
of  bargains  completion  On  the  settling  day  of  the  current  account, 
exceiit  that,  in  the  case  of  Government  securities  and 
the  like  bargains  made  after  a  quarter  before  one 
o^clock  on  the  Consols  Contango-day  and,  in  the 
case  of  other  securities,  bargains  made  after  twelve 
o'clock  on  the  Contango-day,  are  for  completion  on 
the  settling  day  of  the  ensuing  account  (n).  When 
there  has  not  yet  been  a  special  settlement  in  the 
securities  dealt  in,  all  bargains  therein,  unless  other- 
Avise  agreed,  are  for  completion  on  the  special  settling 
day. 

Bargains  for  the  ''coming-out"  of  a  new  company 
registered  abroad  are  for  completion  on  the  next- 
settling  day,  special  or  otherwise,  after  the  company 
has  issued  certificates  (o).  The  coming  out  must  take 
place  within  a  reasonable  time  (p\ 

If  specially  agreed  between  the  parties,  the  bargain 
may  be  for  cash,  that  is  to  say.  for  immediate  com- 
pletion, or  for  completion  at  any  time  the  parties  may 
choose  ;  but  under  the  rules  claims  arising  from  any 
barsrain  for  a  future  account  in  Government  or 
Corporation  inscribed  stocks,  if  made  more  than  eight 
days  before  the  close  of  the  existing  account  for  a 
date  beyond  the  second  ensuing  Consols  Account-day, 
or  in  securities  transferable  by  deed  or  bearer  securi- 
ties, if  made  for  a  period  beyond  the  current  and  two 
ensuing  accounts,  will  not  be  allowed  to  rank  for 
dividend  against  a  defaulter's  estate  until  all  other 
Stock  Exchange  creditors  have  been  paid   in  full  ( j). 

(n)  Rule  91.  But     see    Consolidated   Gold 

(o)  Hunt,    Cox    cj-  Co.    V.  Fields  v.  Spiegel,  14  Com.  Cas 

Chamberlain,  12  T.  L.  R.  74,  61  ;  100  L.  T.  '351. 

186      Bargains  for  the  "comiug-       (q)  Rule  170;  and  see  post, 

out  "  are  now  very  rare.  p.  lOJ. 
(p)  Goldmann  v.  Kann,  23 

T.L.R.  2875 


THE    MAKING    uP    BARGAINS.  61 

Suii-SKCT.  (ii). — Options. 

Apart  from  ordinary  purchases  and  sales,  there  is  a 
method  of  dealinw"  on  the  Stock  Exchange  which  is 
carried  on  to  a  very  large  extent,  known  as  option 
dealing. 

Options  are  of  two  kinds,  called  respectively 
*'  pnts ''  and   "  calls/' 

A    "  put "    is  the  right  to  make  the  member  giving         '^^t- 
the  option  take  delivery  at  a  future  date  of  an  agreed 
amount  of  some  security  at  a  fixed  price. 

A  "  call  "    is  the  right  to  make  tlie  member  giving        Call 
the  option  deliver  at  a  future  date  an  agreed  amount 
of  some  security  at  a  fixed  price  (r). 

The  two  are  also    combined  in  what  is    known  as  a  -imPat'l-call. 

"  put-and-call/'  that  is,  the  right  either  to  "  put  "  or 

"  call  "    the  securities  as  the    person  who   obtains  the 

option  chooses   {s). 

The    consideration    paid  for    oi)tions  is  known    as      Option 

money, 
option  money  :  it  varies   according   to  the   securities 

dealt  in  ar.d  the  state  of  the  market,  and  is  a  matter 

of  arrangement   between  the  parties.     In  many  kinds 

of    securities,    however,    the  option    dealings    are    so 

numerous  that  there  are  regular  quotations  for  the  put> 

call,  and  put-and-call,  the  charge  for  the  put-and-call 

beiui;  the  same  as  that  for  the  put  alone  and  the  call 

alone  added   together,  and  the  charge  for  a  call  being 

generally  the    same  as   that  for  a   put   of   the  same 

securities. 

These  quotations  for  options  are,  like  quotations  for 

ordinary  dealings,  at  two  ])rices,  namely,  one  the  price 

(r)  The  times  for  declaring  fixed   bj-   Rule   100;    and  see 

■whether   the  option   will  be  post,  p.  65. 

exercised   or   not,    when    no  (s)    Rule     170     applies     to 

special  agreement  is  made,  are  oj)tion3 ;  see  post,  pp.  100-103. 
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at  which  the  dealers  are  prepared  to  give  an  option,  the 
other  the  price  at  which  they  will  take  an  option,  the 
difference  being  the  '^  turn  of  the  market/'  Option 
iiumey  is  not  payable  in  advance^  but  becomes  payable 
at  the  end  of  the  period  for  which  the  option  is  given. 

As  an  illustration  of  an  option  let  us  suppose  that 
the  market  price  of  Randfonteins  is  3.  A.  member 
desiring  an  option  gets  a  quotation  from  another 
member,  say,  for  a  call  of  1,000  shares  at  3  for  the  end 
of  the  next  account.  For  this  he  has  to  pay,  say,  |  a 
share.  If  during  the  stipulated  period  the  shares  rise 
in  price  to  more  than  3^  a  sale  can  be  effected,  and 
when  the  time  comes  they  can  be  called  at  3,  and  so 
a  profit  is  made.  If,  on  the  other  hand,  the  price 
falls,  the  loss  is  limited  to  the  amount  paid  for  the 
option,  which  naturally  is  not  exercised.  So  with  a 
put  of  the  same  securities  at  the  same  price  ;  if  the 
price  falls  below  2|  the  shares  can  be  obtained  at  the 
current  price,  and  when  the  time  comes  put  at  3,  while 
if  it  rises  the  loss  is  limited  to  the  amount  of  the  option 
money.  With  a  put-and-call  of  the  same  shares 
obtained,  say  for  j,  a  profit  can  similarly  be  made  if 
the  shares  either  rise  above  31:  or  fall  below  2|.  In 
all  these  cases,  if  the  price  at  the  end  of  the  period 
shows  any  profit  on  the  option  price,  even  though  it 
be  less  than  the  amount  paid  for  the  option,  the  holder 
of  the  option  would  exercise  it,  and  so  save  a  part 
of  his  option  money. 

As  an  instance  of  what  is  sometimes  done,  if  the 
option  deal  is  successful,  let  us  take  the  same  case, 
namely,  a  call  of  1,000  Randfonteins  at  3,  for  which  ^ 
has  been  paid.  Suppose  the  price  rises  to  3j  ;  the 
holder  of  the  option  sella  on  the  market,  say,  500 
Randfonteins  at  that  price,  with  the  result  that  he  is 
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^vithout  any  risk  of  loss,  and  certain  to  make  a  profit, 
if  tlie  shares  keep  above  3  or  fall  below  3.     For,  if 
the  price  remains  above  3,  he  can  sell  the  second  500, 
and  then  call  the  whole  1,000,  makinf^  his  profit  on  the 
second  500.     Or,  if  the    price  falls  below  3,  he  can 
abandon  his  optioo,  and  buy  on  the  market  500  at  the 
lower  price   to  deliver  against    his  sale  at  3j.     The 
amount  of  profit  in  the  first  case  would  be  Mnytliiii<^ 
more   than  l,500i.,  which  he  succeeded  in  obtaining 
for  the  sale  of  the  second  500  ;  and,  in  the  second  case, 
the  difference  between    1,500Z.  and  the  fmiount  paid 
for  the  500  shares  bous^lit  on  the  mtirket.      If  after 
the  sale  of  the  first  500  at  3j,  the  price  recedes  again 
to  3^,  he  can  sell  the  other  500  at  that  price,  and, 
when   the  time    conies,  call  the  whole    1,000  at  o,  and 
thus  make  a  ])rofit  of  |  on  500  and  ^  on  the  other  500, 
or,  deducting  the  option  price,  a  net  profit  of  |  on  500. 
If  the  price  falls  below  3,    say  to    2|,  he   does    not 
exercise  his  option  at  all,  and  so  loses  the  ^  option 
money  on  the  1 ,000  shares  ;  but  he  buys  in  the  market 
500  at  2|,  and  delivers  them  to  complete  the  sale  he 
has  made  at  3j,   thus  receiving  a  profit  of  ^  on  500 
shares  less  the  ^  option  money  on  the    1,000,  or  a  net 
profit  of  i  on  500  shares.     If  after  the  sale  of  the  first 
500  at  S^  there  is  a  further  advance  in  price,  he  calls 
the  whole  1 ,000,  gets  his  option  money  back  by  deliver- 
ing 500    at  3j,   and  makes  his  profit  by    selling  the 
second  500  at  the  advanced  price. 

The  above  is  a  simple  instance  of  option  dealing, 
and  it  will  be  readily  understood  that  option  dealing 
becomes  very  complicated. 

For   practical   purposes,    a    put   can   be    rendered  Conversion  of 
equivalent  to  call,  and  vice  vt^rsd;  for  if  the  holder  of 
a  put   buys  the   same  amount  of  the  securities  in  the 
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market,  he  makes  a  profit  on  this  purchase  if  the  price 
rises :  while  if  it  falls,  he  takes  delivery  of  the  securi- 
ties bought  in  the  market,  and  puts  them  in  the 
exercise  of  his  option.  So  the  holder  of  a  call  can,  by 
selling-  the  same  amount  of  the  securities,  practically 
turn  his  call  into  a  put ;  for  if  the  price  falls,  he  makes 
a  profit  on  his  sale;  while  if  it  rises,  he  exercises  his 
call,  and  delivers  to  the  person  to  whom  he  has  sold. 

It  sometimes  happens  that  a  put  or  a  call  of  a  large 
number  of  shares  cannot  be  obtained,  while  a  put-and- 
call  can.  By  making  other  bargains  in  the  shares  in 
the  market,  a  put-and-call  of  one  half  the  amount  re- 
quired can  be  rendered  practically  equivalent  to  a  put 
or  a  call  of  the  whole  amount.  For  instance,  if  a  call 
of  1,000,  Randfonteins  is  desired  and  cannot  be  obtain- 
ed, but  a  put-and-call  of  500  can,  the  member  desiring 
the  option  can  take  the  put-and-call  of  the  500, — for 
which  he  will  have  to  pay  the  same  amount  as  for  a 
call  of  1,000, — and  at  the  same  time  purchase  500 
in  the  market  at  the  option  price.  If  the  shares  rise, 
he  calls  the  500  and  sells  ai  the  enhanced  price  those 
500  and  the  5uO  bought,  and  thus  makes  a  profit  equal 
to  that  which  he  would  have  made  by  calling  1,000; 
while  if  they  fall,  he  gets  rid  of  the  500  which  he  has 
bought  on  the  market  by  putting  them  at  the  option 
price,  and  so  loses  only  the  option  money. 

Broker    con-      When  the  public  purchase  options  they  are  usually 
Sen?f  speculating  for  the  rise,  and  would  therefore  give  their 

option.  brokers  instructions  to  buy  for  them  a  call.   If  a  broker 

instructed  to  buy  a  call  were  to  obtain  a  put-and-call 
of  half  the  amount,  and  make  a  purchase  of  the  other 
half,  his  client  for  practical  purposes  would  get  what 
he  wanted,  but  unless  the  broker  explained  to  him  how 
the  bargain  had  been  carried  out,  it  would  seem  that 
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the  client  would  not  bt*  bound  by  the  bargain,  for  the 
broker  lias  not  made  tlie  barj^ain  he  was  instructed  to 
make,  and,  as  to  one-half  of  the  shares,  has  really  put 
liimself  into  the  position  of  a  jjiiucipal  (/). 

The  tiuu'S  for  declaring  options,  that  is,  for  giving  Declaring 
notice  that  thoy  will  bo  exercised,  is  fixed  by  the  °^^*°"*' 
rules  (»)  ;  and  if  the  notice  is  given  too  late,  the  option 
will  be  lost.  But  by  custom,  if  the  price  on  the 
day  tor  declaring  is  such  as  to  show  any  profit  at  all, 
the  o])tion  money  not  being  taken  into  account  for  this 
purpose,  the  holder  of  the  option  is  deemed  to  have 
exercised  it,  unless  he  gives  notice  to  the  contrary,  for, 
as  it  is  said  in  such  case,  the  option  "  declares  itself." 

Option  dealing  is  a  recognised  method  of  dealinjsr   in  Option 

stocks  and  shares,  and  option  bargains  made  in  the '^^^^'"^  °*'* 

'='  gaming. 

ordinary  way  on  the  Stock  Exchange  are  not  void 
under  the  Gaming  Acts  {w). 

Sub-sect,   (iii) . —  A kbitkagk. 

A  very  large  amount  of  business  in  securities  is  done,  Arbitrage, 
both  on  and  off  the  Stock  Exchange,  by  buying  in  one 
market  and  selling  in  another.  Prices  at  different 
exchanges  are  not  always  exactly  the  same,  and  it  is 
often  possible,  especially  by  the  use  of  the  telegraph 
or  telephone,  to  buy  in  one  market,  and  almost  contem- 
poraneously sell  at  a  liigher  price  in  another. 

This  operation  when  conducted  between  l.ondon  and 
foreign  exchanges  is  known  as  "arbitrage";   when 
between  London  and  provincial  exchanges,  or  beiween 
two    provincial  exchanges,  is  called  "shunting."'   But  Shunting, 
now    neither   brokers   nor  jobbers   are    permittea   to 

{t)  As    to    the    eft'jtt   of   a  (c)  Buitenlandische   Bank- 

broker  actiuj?    as   princij)*!,  vereeniginy  v.  HilJeraheim,  19 

seepoft,  p.  109.  T.    L.    R.  640;    and  see  post, 

(tt)  Rule  10".  p.  249. 

S.E.  .    5 
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Carryinc 
over. 


Making  up 
Price. 


engage  in  "  shunting '' (a;) .  Arbitrage  dealings,  in 
order  to  be  successful,  of  course  require  pi<jniptne?^s, 
and  also  intricate  calculations;  for  many  things  have  to 
be  taken  into  consideration,  such  as  the  current  rate 
of  exchange  Avhere  one  bargain  is  to  be  paid  for  in 
English  money  and  the  other  in  foreign,  and  the 
question  whether  the  quotations  in  the  particular 
country  include  accruing  interest  or  dividends. 

Sect.  II.— CONTINUATION  OF  BARGAINS. 

Sub-sect.   (i). — Careying-over. 

It  has  been  shown  that  securities  are  generally 
bought  or  sold  for  delivery  on  the  next  settling  day  ; 
but  it  frequently  happens  that  the  seller  does  not  wish 
to  deliver,  or  the  buyer  does  not  wish  to  take  delivery 
of,  the  securities  he  has  dealt  in.  In  this  event  com- 
pletion is  often  postponed  to  the  next  settling  day, 
and  so  on  from  account  to  account,  by  the  process 
known  as  "  carrying-over.^^ 

There  is  no  obligation  on  either  party  to  consent  to 
carry-over,  unless  lie  has  agreed  to  do  so  ;  but  each  can 
always  insist  on  delivering,  or  having  delivered  to  him, 
what  he  has  sold  or  bought.  Unless,  however,  there 
is  great  scarcity  of  the  particular  security,  or  some 
other  unusual  circumstance,  it  is  generally  possible  to 
effect  a  carry-over  either  with  the  party  to  the  original 
bargain  or  with  some  one  else. 

The  first  step  in  the  machinery  for  carrying-over  is 
the  fixing  of  a  standard  price  at  which  carrying-over 
may  be  effected.  This  price  is  called  the  making-up 
price.  The  clerk  of  the  House  fixes  this  price  by  tak- 
ing the  actual  market  price  at  half-past  eleven  o'clock 
en  Contango  day  and  on  Ticket  day  and  in  the  case  of 


(a:)  Eules  81,  85. 
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securities  de.ilt    in    in  the   tniniiig  inai-ket  on  Mining 
Contango  day  (i/). 

As  thero  are  two  prices  cnrrent,  namely,  a  buying 
and  a  selling  price,  he  lixes  tlie  tnaking-iip  price  half- 
way between  the  two.  A  list  of  the  making-up  prices 
is  published  in  the  Settling  Room,  and  also  printed. 

All  continuations  must  be  effected  at  the  making-np 
price,  or  the  then  existing  market  price  (2). 

The  carrying-over  of  bargains  is  effected  on  the  first 
day  of  each  settlement,  which  is  known  as  Contango 
day.  Wlien  the  carrying-over  is  effected  between  the 
parties  to  the  original  bargain,  it  consists  of  a  sale  for  Sale  and 
the  current  account  at  the  making-up  price  {a'  by  the 
purchaser  to  the  seller  of  the  same  amount  of  securi- 
ties as  he  originally  bought,  which  closes  the  bargain 
then  open  b}'  rendering  each  party  lia})]e  to  deliver 
and  to  receive  the  same  number  of  shares,  and  a  con- 
temporaneous purchase  at  the  making-up  price  for 
completion  on  the  settling  day  of  the  ensuing  account 
by  the  original  purchaser  from  the  original  seller  of  the 
same  amount  of  the  securities.  The  result  of  these 
two  operations  is  that  the  old  bargain  is  cIose<l,  and 
a  new  one  is  open  for  the  ensuing  account,  at  the  price 
fixed. 

Unless  the  making-up  or  market  pi-ice  of  the  Dififerences. 
security  is  exactly  the  same  as  that  at  which  the 
bargain  was  origmaily  effected,  there  will  be  a  sum  of 
money,  known  as  a  "difference,"  payable  by  one  party 
to  the  other,  according  as  the  price  has  risen  or  fallen, 
for  each  will  have  bought  at  one  price  and  sold  at 
another.     If,  for  instance,  A  buys  l<'0    RandfODteins 

iy)  Rule  99.  only  occurs  under  exceptional 

(z)  J7).  98.  circumstances,  as  when  a  con- 

(a)  Continuation     at     the  tinuation    is   arranged  after 

"then  existing  market  price"  Coutango  day. 
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from  B  at  3  aud  desires  to  carry-over  the  bartrHiii; 
and  on  Contango  day  the  makincr-up  price  is  2|,  A 
re-sells  to  B  at  2|,  and  has  to  pay  a  difference  of  ^ 
per  share  ;  he  also  makes  a  coutempor;ineoas  purchase, 
and  so  has  open  for  the  next  account  a  purchase  of 
100  Randfonteins  at  2|. 

Differences  are  payable  on  the  settling  day  of  the 
current  account. 
ContaDgo  ;ii!(i      For  the  accoinmodation  so  afforded  a  charge  is  made, 
tion.  called  a   "  contango/'  which   is  reckoned  eitlier  at  so 

much  a  share  or  so  much  per  cent.,  the  rate  varying 
according  to  the  nature  of  the  security^  the  state  of 
the  money  market,  and  state  of  the  market  in  the 
particular  security.  If  there  is  a  large  bull  account 
open,  that  is  to  say,  if  many  securities  of  that  kind 
have  been  bought  which  the  purchasers  do  not  desire 
to  take  up  and  pay  foi',  the  rate  charged  will  be  a 
comparatively  high  one,  and  it  may  even  be  impossible 
to  get  the  bargain  continued  at  all.  If,  on  the  other 
hand,  there  is  a  large  bear  account  open,  that  is  to 
say,  if  many  of  the  securities  have  been  sold,  which 
the  sellers  do  not  desire,  or  are  unable  to  deliver,  the 
rate  will  be  comparative!}-  low.  if  the  bear  account 
is  very  large,  and  consequently  the  securities  are  very 
scarce  on  the  market,  it  may  happen  that  a  buyer, 
instead  of  having  to  pay  a  contango  for  having  the 
Completion  of  his  l)argain  postponed,  will  be  able  to 
make  the  seller  pay  a  sum  of  money,  to  be  allowed 
not  to  deliver  the  securities.  This  sum  of  money, 
which  is  at  a  varying  rate,  as  in  the  case  of  a  con- 
tango,  is  called  a  "  backwardation  "  (5). 

(fe)  Jobljcrs  generally  quote  carrying-over.  Tlie  difference 

two  prices,  one  tLe  rate  they  between  the  two  is  the  turn 

will  give,  and  the  other   the  to  the  market,  and  represents 

rate    they    will      require   on  the  jobber's  profit. 
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If  one  of  the  ori'nual  parties  to  the  l)argain  ii=  un-  Canying- 
"  ^  over  with 

willing  to   have  it  so  continued,  the  other  can   often  6om«  one  not 

effect  a  carrying-over  with  some  one  else,  by  selling  to  original  ° 

him  or  buying  of  him,  for  the  current  account  at    the  bargain. 

making-up  price,  and  buying  hack  of,  or  Belling  back 

to,  hiui  for  thi'  next  account  at  the  same  price,  paying 

or  receiving  a  contango  or  backwardation,  as  the  case 

mav    be.     He    alsu,  of  course,    pays  or  receives    the 

■difference,  if  any,  between  the  original  price  and  the 

price  at  which  he  has  carried-over.     On  the  next  day 

of  the  settlemenr,  name  day  or  ticket  day,  lie  passes, 

in  the  manner  described  hereafter  (c),  the  name  of  the 

person  with  whom  he  lias  carried  over,  or  the  name  of 

some  one  else  supplied  by  such   person,  to  the  other 

party    to  the  original   bargain.     The   bargain  for   the 

current  account  is  completed  by  delivery  and  payment 

between  these  two,  or  such  persons  as  they  may  name, 

and  there  remaitis  open  only  a  bargain  for  completion 

on  the  tetiliiig  day  of  the  ensuing  account. 

It  is  to  be  observed  that  where  the  carrying-over  is 
effected  between  the  original  parties  no  securities 
actually  change  hands,  a  difference  merely  being  paid; 
but  where  it  is  effected  with  a  third  person,  such  third 
person  will  have  to  deliver  or  take  delivery,  as  the 
case  may  be,  unless  he  in  his  turn  is  in  a  position  to 
provide  another  who  will  do  so. 

It  is  important  to  bear  in  mind  that  carrying-over 
is  really  two  transactions  of  sale  and  purchase,  and  not 
in  the  legal  sense  a  loan,  particularly  as  the  terms 
^'borrowing"  and  *' lending  "  are  sometimes  applied 
to  carrying-over.  Thus,  when  the  state  of  the  market 
is  such  that  there  is  neither  a  contango  nor  Itackward- 
ation  payable,  a  seller  who  has  his  bargain  carried- 

(c)  Post,  p.  75. 
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over  by  buying  from  a  third  person  for  the  current 
account  and  selling  to  him  for  the  ensuing  account  is 
called  a  borrower  of  the  securities,  and  the  third 
person  a  lender  (d).  The  true  effect  of  carrying-over 
is  expressed  in  Rule  98,  *'  Continuations  are  bargains 
and  not  loans.'' 
Carrying-  The  legal  effect  of  the  transaction  being  cai-ried  out 

tkTgulshed  ^^  this  form  is  that  the  second  sale  and  purchase  is- 
from  ioa?i.  treated  as  an  entirely  separate  transaction  (e).  A 
member  who  has  ''taken  in"  securities  upon  continua- 
tion can  deal  with  them  as  his  own;  whereas,  in  the 
case  of  a  real  loan  of  money  against  a  deposit  of  stocks 
or  shares,  the  lender  of  the  money  simply  holds  them 
as  Srcurity  for  the  loan,  and,  subject  to  his  right  of 
repledging,  cannot  deal  with  them  in  any  way,  unless 
and  until  the  person  accommodated  makes  default^ 
and  can  be  called  upon  to  return  the  identical  securi- 
ties when  the  loan  is  paid  off  (f).  In  the  case  of  a 
continuation  all  profit  or  loss  accrues  to  the  "■  taker  in" 
or  borrower  of  the  securities  ;  in  the  case  of  a  loan» 
to  the  borrower  of  the  money.  So  if  the  piice  varies, 
in  the  case  of  a  continuation  the  variation  affects  both 
parties  ;  if  it  rises  the  "  taker  in  "  makes  a  profit,  and 
the  other  a  loss;  if  it  falls  the  taker  in  makes  a  loss, 
and  the  other  a  profit.  In  the  case  of  a  loan  the 
wliole  risk  of  profit  or  loss  is  on  the  owner  of  the 
(d)  He  who  has  bought  and  (e)    In  re   Overtveg,  Haas  v. 

does  not  wish  to  take  up,  but      Durant,  [1900]  1  Ch.  209. 
proc  ures  another  to  do  eo  for  (/)   Rule   97.     Langton    v 

him  by  selling  forthe  current      Waite,  6  Eq.  165;  Bongiovanni 
account.andre-purchasingfor      v.    Societe   Generale,    54  L.   T* 
the  ensuingaccount,  is  saidto      :320  ;    France  v.  Clark,  26  Ch^ 
'•give  on"  the  securities,  for      D.  257. 
usually  he  has  to  give  a  con- 
tango, while  the  other  is  said 
to  "  take  in  "  the  securities. 
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securities,  that  is,  the  borrower  of  the  money.  So, 
too,  if  the  securities  are  redoeined, — as  is  often  the 
case  when  bonds  are  drawn  and  paid  off, —  in  the  case 
of  a  continuation  any  benefit  or  loss  incurred  by  the 
redemption  belongs  to  tlie  "  Laker  in/'  for  his  oltliu;ation 
is  to  deliver  the  same  amount  of  securities,  and  not 
the  identical  securities;  in  the  case  of  a  loan  such 
benefit  or  loss  belongs  to  the  borrower  of  the  money, 
for  the  securities  remain  his,  and  the  obligation  of  the 
lender  of  the  money  is  to  rt'turn  the  identical  securi- 
ties, or  whatever  properly  represents  them  {(j). 

Sub-sect.  (ii). — Stock  Excbangb  Loans. 

Loans  are  frequently  made  by  one  member  to  an-  Stock  Ex- 
other  against  the  deposit  of  securities.  Such  loans  are  ^  '*°^^ 
usually  until  the  next  account  day,  on  the  terms  that 
either  party  shall  be  entitled  to  determine  the  loan  on 
account  day,  or  if  not  so  determined,  it  shall  continue 
until  next  account  day,  and  so  on  from  account  to 
account.  If  the  securities  have  fallen  in  price  on  any 
account  day,  the  borrower  pays  off  part  of  the  loan  or 
gives  further  security;  but  if  they  have  risen,  the 
lender  may  make  a  further  advance  or  return  part  of 
the  securities.  It  was  at  one  time  stated  to  be  the 
practice  that  such  loans  should  be  for  the  full  market 
value  of  the  securities  (h)  ;  but  now  it  is  more  usual 
that  they  should  be  for  less  than  such  value,  and  that 
the  lender  of  the  money  should  have  a  "  margin  "  or 
"  cover."  On  default  being  made  by  the  borrower  in 
the  payment  of  interest,  or  in  repayment  of  the  prin- 
cipal, or,  where  the  price  has  fallen,  in  the  repayment 
of  part,  or  the  giving  of  further  security,  it  was  held 

{(j)  And  see  post,  p.  V,0.  I'hilHpn,  30  L.  .1.  Bk.  1  ;  2  De 

(h)   In    re   Morgan,  Ex.   p.       G.  F.  &  J.  6:U. 
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by  the  Courts  in  1860,  that  the  lender  is  by  custom 
entitled  either  to  retain  the  securities  as  his  own  at 
the  market  price  or  to  sell  them,  being  entitled  in 
either  case  to  claim  any  deficiency  from  the  borrower, 
and  having  to  account  to  him  for  any  surplus  {i)- 
The  question  does  not  seem  to  have  come  before  the 
Courts  since  that  date,  and  such  custom  seems  no 
longer  to  obtain.  It  was  at  "ue  time  stated  to  be  the 
practice  for  the  lender  to  send  the  securities  to  the 
boriower  on  account  day,  and  for  the  borrower,  on  the 
same  day,  either  to  pay  off  the  loan  or  to  return  the 
securities  to  the  lender.  It  was  held  that  a  lender 
did  not  lose  his  right  to  the  securities  by  so  returning 
them,  if  the  borrower  did  not  give  him  a  good  cheque 
in  payment  of  the  loan,  or  send  back  other  securities 
of  an  equal  value  (k).  This  practice  also  is  obsolete; 
the  lender  does  not  now  return  the  securities  without 
being  paid.  He  does,  however,  often  return  them  in 
exchange  for  a  cheque,  which,  of  course,  may  be  dis- 
honoured, and  the  case  referred  to  would  seem  to  be 
an  authority  under  such  circumstances. 

The  practice  as  to  such  loans  where  one  of  the  parties 
is  declared  a  defaulter  is  dealt  with  elsewhere  (I). 

Sect.  III.— COMPLETION  OF  BARGAINS. 
During  each  account  there  are,  in  the  ordinary 
course,  numerous  dealings  in  the  same  kinds  of  securi- 
ties, and  on  settling  day  there  are  consequently  many 
members  who  have  bargains  to  complete ;  and  some 
of  these  members  may  have  both  bought  and  sold  the 

(i)   In   re   Morgan,    Ex.   p.  (k)  Burra  v.  Ricardo,  1  C.  & 

Phillips,  ubi  sup. ;  see  Mocatta  E.  478. 

V.  Bell,  27  L.  J.  Ch.  237  ;   24  {I)  Post,  p.  103. 
Beav.  •585. 


COMPLETION    OF    BARGAINS.  73 

same  securities.  No  sale  can  take  place  without  a 
corresponding:  purchase,  and  it  therefore  follows  that 
there  must  jilways  be  exactly  the  same  amount  ot  any 
security  bought  as  sold. 

It  would  be  most  laborious,  and  would  cause  in-- 
fiuite  delay,  incpnviMiience,  and  expense,  if  every  selU-i- 
had  to  deliver  securities  to  his  immediate  purchaser, 
and  actually  transfer  to  him,  and  receive  payment, 
when  both  may  have  had  other  dealings  in  the  securi-' 
ties,  and  have  bought  from  or  sold  to  other  merabeis, 
who  also  may  have  resold  or  repurchased.  To  avoid 
this,  the  following  methods  liave  been  adopted. 


Sub-sect.  (i). — Makino-up. 

If  .1  has  bought  from  B,  and  B  from  A,  they  can  Making-np. 
agree  ti  set  off  one  bargain  against  the  other,  and  so 
save  the  necessity  of  completing  both  bargains ;  or  if 
the  bargains  are  not  fur  the  same  amount,  they  can 
agree  to  complete  only  as  to  the  balance.  Fui-ther,  if 
A  has  bought  from  B,  B  from  C,  and  C  from  Ay  all 
three  can  agree,  where  the  dealings  have  been  in  the 
same  air.or.nt?;  that  there  shall  be  no  delivery,  auJ 
that  the  whole  matter  shall  be  adjusted  b}'  payment 
of  ditl'orences,  consisting  of  the  profit  or  loss  made  by 
each.  ^Vhere  the  dealings  have  not  all  been  m  the 
same  amounts,  they  can  agree  that  the  whole  matt  i- 
shall  be  adjusted  by  the  payment  of  differences  on  the 
amount  each  has  both  bought  and  sold,  and  a  delivery 
of  the  bMlance  only.  Such  arrangement  is  csilled  a 
*'  make-up."  A  more  complicated  instance  of  a  make- 
up occurs  where  A  buys  from  B,  B  from  C,  C  from 
D,    D    from    E  E  from  B,  and    B  from    X     On  a 
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make-up  being  agreed  upon  by  B,  G,  D  and  E,  C, 
D  and  E  drop  out  and  settle  their  bargains  with 
each  other,  and  with  B,  by  payment  of  differences 
only,  while  X  delivers  to  B,  and  B  to  A.  It  is  to  be 
observed  that  in  so  making-up  no  one  has  to  open  an 
account  with  any  one  with  whom  he  has  not  already 
dealt.  From  this  must  be  distinguished  what  is  known 
as  a  "  make-down/^  which  is  often  confounded  with  a 
Mabin»-  make-up.     A  make-down   consists    in  one  party  to  a 

down.  contract  agreeing  to  accept  a  third  person  in  substitu- 

tion for  the  party  with  whom  he  originally  dealt,  and 
it  therefore  involves  the  opening  of  a  new  account. 
Thus,  when  A  has  bought  of  B,  and  B  of  X, — as  is 
the  position  in  the  last  iustanc^e  after  the  make-up, — B 
may  ask  A  and  X  to  make-down.  If  tliey  agree  to  do 
so,  B  is  relieved  from  further  liability,  and  A  and  X, 
who  have  not  dealt  together,  have  to  open  accounts 
with  each  other ;  and  X  delivers  to  A  in  pursuance 
of  the  new  bargain  so  made  {m).  Making-up  and 
making-down  depend  upon  agreement  between  the 
j-.arties.  It  has  been  decided  that  making-down  is 
not  obligatory  (n),  and  the  same  is  true  of  making-up. 
Except  where  there  is  a  making-up  between  all 
parties,  there  is  always  an  ultimate  seller  and  an  ulti- 
mate purchaser,  one  of  whom  has  to  deliver  the 
securities,  and  the  other  of  whom  has  to  take  delivery. 
The  machinery  of  the  settlement,  as  presently  describ- 
ed, is  devised  to  briug  these  two  persons  together  in 
as  expeditious  and  economical  a  manner  as  possible. 


(m)  Instances    of   making-  broker,  and  when  a  client  has 

down  frequently  occur  when  dealt  throiiah  inore  than  one 

a  broker  defaults,  and  a  client  broker  in  the  same  account, 

completes    through    another  (n)  Currie  v.  Booth,  7  C.C.  77. 
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Sub-sect.  (ii). — Passing  Names  anu  Paymknt  ov 

IJiKFERENCES. 

A  inembor  who  has  boii^'ht  securities  has  to  do  one  PasBing 
of  two  things;  either  pass  his  own  name  and  take 
delivery  of  them  himself,  or  pass  the  name  of  some 
one  else  who  is  liable  to  him  to  do  so;  while  a 
member  who  has  sold  securities  has  either  to  deliver 
them  or,  by  passing  on  the  name  ha  receives,  to 
provide  a  substitute  who  is  liable  to  do  so.  The 
member  who  is  thus  substituted  has  in  turn  the  same 
alternative  course 

Thus,  each  member  who  has  sold  any  security 
receives  a  "  name/^  and,  if  he  has  also  bought  the 
same  amount  of  the  same  security,  passes  it  to  tlie 
member  from  whom  he  has  bought,  until  it  comes  to 
the  member  who  intends  to  deliver,  and  so  finally  the 
ultimate  seller  and  ultimate  purchaser  are  put  in 
direct  communication. 

But  this  is  not  all  that  has  to  be  achieved.  All  the 
intermediate  parties  have  probably  bought  at  one 
price  and  sold  at  another,  and  it  is  necessary  to 
provide  a  means  for  the  settlement  of  their  profit  or 
loss.  Here,  again,  except  in  the  case  of  such  securi- 
ties deliverable  by  deed  as  are  not  subject  to 
arrangement  by  the  Settlement  Department,  and  in 
the  case  of  Government  and  Corporation  inscribed 
stock,  the  making-up  price  is  brought  into  use  (o). 
The  ultimate  purchaser  pays  the  making-up  price  to 
the  ultimate  seller;  and  each  member  on  the  line 
along  which  the  bargain  is    traced   settles  with    his 

(o)  Rules  n  t,  12s.  'J'he  liy  deed  and  bearer  securities 
inakiiig-np  price  for  this  imr-  is  that  fixed  for  the  day 
pose  in  securities  deliver!\l)k'      before  ticket  day. 
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immediate  contracting  party  by  paying  to^  or  receiv- 
ing from,  him  the  difference  between  the  price  of  the 
bargain  between  them  and  the  making-up  price. 
The  result  is  that  the  ultimate  purchaser  in  fact  pays 
his  contract  price;  for  if  the  uiaking-up  price  is 
higher  than  his  contract  price^  he  gets  back  the 
difference  from  his  immediate  contracting  party,  and 
if  it  is  lower,  he  pays  the  difference  to  him.  The 
ultimate  seller  in  the  same  way  receives  liis  contract 
price,  and  the  intermediate  parties  pay  or  receive 
only  the  amount  of  their  loss  or  profit. 

In  the  case  of  securities  deliverable  by  deed  which 
are  not  subject  to  arrangement  by  the  Settlement 
Department,  and  of  Government  and  Corporation 
inscribed  stock,  the  making-up  price  is  not  used  in 
this  way,  but  th^  adjustment  is  made  with  reference 
to  the  price  marked  on  the  ticket,  which  is  that  to  be 
paid  by  the  ultimate  purchaser.  The  ultimate  pur- 
chaser pays  this  amount  to  the  ultimate  seller,  and 
the  intermediate  parties  pay  or  receive  the  difference 
between  that  amount  and  their  bargain  prices. 

Tickets.  The  passing  of  tickets  from  hand  to  hand  between 

all  the  intermediaries  between  the  ultimate  purchaser 
and  ultimate  seller  has  to  some  extent  been  supersed- 
ed by  the  Settlement  Department,  which  does  this 
passing  in  a  more  expeditious  manner. 

The  particular  i-ules  as  to  tickets  vary  in  matters 
of  detail  in  the  different  classes  of  securities,  as  will 
be  seen  by  reference  to  the  rules  (p).  The  following 
explanation  refers  particularly  to  those  deliverable 
by  deed  of  transfer  ;  but  the  principle  of  the  arrange- 
ment is  the  same  in  all  cases. 

(p)  Rules  107,  108, 114, 118,  128. 
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A  member  who  is  ii  purchaser  [q),  and  \vli<>  inti'iids 
to  take  up  securities,  issues  ou  or  before  ticket  day, 
which  is  the  second  day  of  the  settlement,  siiid  is  also 
called  Hume  day,  a  ticket,  which  is  a  document  stating 
that  he  is  jiiepared  to  pay  the  purchase  money.  The 
ticket  contains  tlie  date  of  issue;  the  amount  and 
denomination  of  the  security  lobe  transferred;  the 
nanfe,  address,  and  description  of  the  person  into 
whose  name  the  ])urchaser  wishes  the  securities  to 
be  transferred  (r)  ;  the  price  at  which  the  bargain 
was  effected  (.>■)  ;  and  lastly,  the  name  oi  the  member 
who  sold  to  the  ultimate  pnndiasei',  that  is,  his 
immediate  contracting  party.  The  ticket  is  handed 
to  this  member.  If  he  means  to  deliver  the  securi- 
ties, he  now  has  all  the  particulars  requisite  for 
making  out  a  deed  of  transfer,  and  delivering  the 
secnrities,  and  so  completing  the  transaction.  If,  on 
the  otht  r  hand,  he  does  not  intend  to  deliver,  he  en- 
dorses tlie  ticket  with  the  name  of  another  member, 
who  having  sold  to  him  is  liable  to  deliver.  This 
process  is  repeated  until  the  ticket  reaches  the 
member  who  intends  to  deliver  the  securities,  that  is 
the  ultimate  seller.  The  ultimate  seller  makes  out 
the  transfer,  and  delivers  it  to  the  ultimate  purchaser 
that  is,  the  issuer  of  the  ticket. 

If  any  member,  into  whose  hands  the  ticket  thus      Splitting 
comes,  has  not  purchased  the  whole   of  the   securities       t'°ke^9- 
mentioned    on    the    ticket    from    one     member,     the 
practice,  or  custom,  is  for    him  to  divide,  or    split   up, 
sucli  ticket  among  the  several    members   from   whom 

l/l)  For   himself    or   for   a  («)  Tl)is     is      omitted      in 

non-member.  tickets    relating     to     bearer 

(r)  Generally    the     buying  securities  :  Rule  128. 
broker's  client. 
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he  has,  in  the  aggregate,  purchased,  and  for  tha 
purpose  to  make  copies  (technically  called '^  splits '') 
of  such  ticket^  substituting  in  each  copy  the  number 
of  securities  purchased  from  the  member  to  whom  he 
passes  it,  and  adding  his  own  name  as  the  member 
splitting  the  ticket.  Each  of  the  splits  is  thencefor- 
ward passed  in  the  same  way  as  the  original  ticket, 
until  it  reaches  the  hands  of  a  member  who  has  sold 
without  having  also  purchased  for  that  account,  and 
who  therefore  is,  or  represents,  the  ultimate  seller  of 
the  securities  included  in  that  split  [t).  If  extra  ex- 
pense is  incurred  by  reason  of  the  splitting,  the 
member  who  splits  is  responsible  for  it  {n). 

The  original  ticket  is  retained  by  the  person  split- 
ting, and  so  the  line  remains  unbroken,  and  it  is 
always  easy  to  trace  a  ticket  through  t"»  its  source. 

Settlement  q^j^g  Settlement  Department  was  instituted  in  order 

Department.  ,  .         ,   , .        .  -,  . 

to   bring  together  the  parties  delivermg  and  takmg 

deliver}',  without   resort  to  the  somewhat  cumbrous 

method  of  passing  tickets  described  above,  and  to  do, 

as  regards  securities,  much  what  the  Bankers'  Clearing 

House  does  as  regards  money.     It   only  deals  with 

certain  securities,  which  are  said  to  "  clear  '';  but  these 

embrace  a  great  number  of  the  securities  dealt  in  on 

the  Stock  Exchange.     Members  who  desire  to  use  this 

Department  pay  a  subscription,  and  the  Department 

assists  the   subscribers  alone;    but  no  member  need 

become  a  subscriber.     The  Department  supplies  to  its 

subscribers  forms,  to  be  headed  with  the  name  of  the 

{t)  Maxted  v.  Paine  (No.  2),  by   the    Courts.     In    bearer, 

L.   R.  6   Ex.  at  p.  17  ;  Boiv-  securities,    tickets    can    only 

J'ingv.Sheplierd,lj.'R.6Q.'B.  be    split    by   the    Settlement 

309,  in  which  case  the  practice  Department :  Rule  128. 

of    splitting   was  recognised  (u)  Rule  115. 
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security  dealt  in,  diviilcHl  into  twD  columns,  oiio  for 
purchases,  and  tlie  other  for  sales.  The  subscriber 
fills  in  on  the  one  side  the  niinies  of  subscribers  fiom 
whom  he  hiis  bought  during  the  account  (m),  together 
with  the  amount  of  such  security  he  has  bought  from 
each,  and  on  the  other  side  the  names  of  the  members 
to  whom  he  has  sold  and  the  amounts  sold. 

The  forms  are  then  returned  to  the  Department,  and 
the  clerks  collate  them,  and  trace  the  bargains  through. 
Those  subscribers  who  are  going  to  take  delivery  send 
in  to  the  Department  tickets  containing  tlie  name  of 
the  transferee,  but  with  the  name  of  the  seller  left 
blank.  These  tickets  are  then  endorsed  in  the  Depart- 
ment with  the  names  of  those  who  have  to  make 
delivery,  and  are  foi-warded  to  them,  and  thus  the 
ultimate  purchaser  and  seller  are  brought  into  direct 
communication,  and  the  transfer  can  take  place.  The 
Department,  when  necessary,  splits  the  tickets. 

It  is  to  be  observed  that  the  Settlement  Department 
has  nothing  to  do  with  the  price  actually  to  be  paid  by 
any  member,  but  puts  through  all  transactions  at  the 
making-up  price. 

Though,  under  this  practice,  the  ultimate  purchaser, 
that  is,  the  issuer  of  the  ticket,  is  substituted  as  the 
member  with  whom  the  ultimate  seller  is  to  complete 
the  transaction,  the  immediate  purchaser  is  not  released 
from  his  liability  to  pay  for  the  securities;  and  if  the 
ultimate  seller,  having  transferred  or  delivered  to  the 
ultimate  purchaser,  is  unable  to  obtain  payment,  or 
receives  a  cheque  which  is  dishonoured,  he  is  entitled 
to  be  paid  forthwith  by  liis  immediate  purchaser  [x). 

(it?)  A  subscriber  who  "clears  "  (x)   Kule  9tj.     And  see 

a  non-subscriber  is  subject  to  a  Coles  v.  Bristotre,  4  Ch.  3. 
fine. 
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The  following  is  a  copy  of  a  ticket  relating  to  secu- 
rities which  are  not  subject   to   arrangement  by  the 
.Settlement  Department : — 
^         All  dividends  and  rights  are  hereby  claimed. 


[If  this  Ticket  be  divided,  insert  Number  and  Name  of  party 
dividing  it,  or  the  New  Ticket  will  not  be  paid  for.] 


i  No.  B  307          Consideration 
M/U  @      il/U  Price 
Stamp 


£3,218  15     0 


16 


0 


Claim...  £3,235     0     0 


1,000  Angio-Eutcli  Exp-  @  3  -h 

To  Eliza  Jones, 

Of  690,  Oxford  Street, 

London,  W.,  Spinster. 

Given  to  Henry  Bbo^tn  &  Co. 

John  Smith  &  Co.     jpay 

100,  Old  Jewry,  E.  C. 
I  December  2UK  1900. 

John  Smith  &  Co.  are  the  issuers  of  the  ticket,  i.e., 
the  ultimate  purchasers  on  the  Stock  Exchange. 
Henry  Brown  &  Co.,  are  the  immediate  sellers  to  John 
Smith  &  Co.  On  the  back  of  the  ticket  are  endorsed 
the  names  of  the  other  members  to  whom  the  ticket  is 
passed,  the  last  name  being  that  of  the  ultimate  seller 
on  the  Stock  Exchange.  He  delivers  the  securities  to 
John  Smith  &  Co.  and  is  paid  by  them. 

If  this  ticket  is  split  by  Henry  Brown  &  Co.,  or  one 
of  the  uames  endorsed,  a  note  is  made  of  the  fact  on 
tlie  back  of  the  original  ticket,  and  a  "  split "  is  issued 
by  (he  member  splitting  in  the  following  form  : — 
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iNo.  B  307 

Part  of  lOiiO  split  bv  Henry  Brown  &  Co. 
500  Anglo-Dutch  Exp.  («>  3/i 

To  Eliza  Jones, 

690,  Oxford  Street, 

Loiulou,  W.,  Spinster. 

John  Smith  &  Co.     pay. 

December  24th,  1900. 
In  this  case  tlie  stamp  on  each  500  is  8/.  5s.,  and 
therefore  the  splitting  causes  a  loss  uf  bs.  in  stamp 
duty.  There  will  also  be  an  additional  registration 
fee.  Accordingly,  the  member  splitting  will  have  to 
pay  this  increase  of  expense. 

When  the  ticket  is  for  securities  which  are  subject 
to  arrangement  by  the  Settlement  Department,  the 
following  form  is  used  : — 

All  dividends  and  rights  are  hereby  claimed. 

[If  this  Ticket  be  divided,  insert  Number  and  Name  of  party 

dividing  it,  or  the  New  Ticket  will  not  be  paid  for.] 

NOi  B  308         Consideration     ...     £12,750     0     0 

M/U  @  12  M/U  Price    ...       12,000     0     0 

Stamp     Oa   15     0 

Claim         ...  £12,063  15     0 

1,000  Lake  View  Cons  ^«~12i 
To  Kliza  Jones, 

Of  090,  Oxford  Street, 

London,  ^V.,  Spinster. 
Given  to  S/D. 

John  Smith  &  Co.    pay 

100,  Old  Jewry,  E.C. 


December  24th,  ll»00. 
S.  E. 


e 
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The  ticket,  if  given  to  the  Settlement  Department, 
is  passed  to  a  subscriber  who,  from  the  returns  to  the 
Department,  appears  to  have  to  deliver.  The  Depart- 
ment endorses  his  name  on  the  ticket.  He  may  pass 
it  to  a  non-subscriber,  who  in  turn  may  pasa  it  to  a 
subscriber.  If  the  latter  is  not  going  to  delivei-,  he 
can  pass  it  back  to  the  Department.  Whenever  the 
ticket  goes  to  the  Department  it  is  endorsed  S  D. 
The  consideration  in  the  transfer  is  12,750Z.,  and  the 
stamp  duty  is  paid  on  that  amount;  but  the  deliverer 
will  receive  12,000Z.  and  the  whole  stamp  duty  against 
delivery,  the  750/.  having  been  adjusted  in  the  form 
of  differences. 

If  the  Settlement  Department  splits  this  ticket,  the 
form  is  the  following : — 

No.  B  308 

Settlement  Department  Split. 
500  Lake  View  Cons  (a  I2f 


To  Eliza  Jones,  &c. 


John  Smith  &  Co. 


pay. 


December  24th,  1900. 


Settling  day.       We  now  come   to  what  takes   place  on   ''  settling 
day,"  also  called  "  account  day  "  and  "  pay  day." 

Owing  to  the  time  that  it  may  take  to  get  transfers 
executed,  or  to  make  preparations  for  delivery,  provi- 
sion is  made  in  the  rules  for  some  delay  in  the  actual 
delivery  of  the  securities  {y).  Where  the  ultimate 
seller  avails  himself  of  this  delay,  the  ultimate  pur- 
chaser withholds  payment  of  the  making-up  price 
untild  eliverv. 


(y)    Rule  138. 
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With  this  excerption,  tlie  various  memhers  who  have  Payment     of 

.  ,  ,.         difference  and 

de;ilt  in  the  security  settle  up  completely  ou  settling  of  making-up 

<iav.    The  process  is  as  follows  : — Each  member  adiusts  ^'^}^^  ^ 
.1  J  price. 

his  account  with  the  member  with  whom  his  bargain 
was  made,  upon  the  footintif  of  the  making-up  price, 
or,  in  some  cases,  ticket  price  (2).  t^o  a  member  who 
has  bought  securities  from  another  for  lOOZ.,  if  the 
securities  at  the  making-up  price  are  worth  901.,  or  in 
cases  where  the  adinstmeiit  is  at  ticket  price  and  that 
price  is  90/.,  pays  that  other  lOZ.  If  he  is  going  to 
take  up  the  shares,  he  will  pay  the  90/.  on  tender 
oE  the  trnnsfer,  so  providing  the  100/.  for  which  he 
bought  the  shares.  If,  on  the  other  hand,  he  is  one 
of  the  intermediate  parties  who  has  dropped  out,  he 
has  nothing  further  to  do  in  the  matter.  All  these 
payments  are  made  by  cheques  on  Clearing  House 
Bankers  \a).  The  effect  of  this  is  that  each  member, 
through  the  operation  of  the  Bankers'  Clearing  House, 
receives  or  pays  tiie  l)alance  only  which  he  has  made 
or  lost  as  the  result  of  all  his  transactions  during  the 
account.  It  also  prevents  any  hardship  resulting  from 
the  working  of  the  practice  of  adjusting  accounts  on 
the  footing  of  the  making  up  price  or  ticket  price, 
which  may  have  the  effect  of  compelling  a  member 
to  draw  cheques  for  amounts  greater  than  his  actual 
liabilities.  Each  member  pays  into  his  bank  cheques 
in  his  favour  to  meet  his  own  cheques  as  they  are 
presented,  so  that  his  account  at  his  bankers  is  dimi- 
nished or  increased  only  by  the  balance  between  the 
two  sets  of  cheques,  which  balance  represents  his 
profit  or  loss  on  the  account  as  a  whole. 


(z)    Ante,  p.  76.  evidence  in    In   re  Flumhly, 

(a)  See   Rule   9-4,  and    the       Ex  p.  Gratit,  13  Ch,  D.  667. 
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Delivery. 


Governmeut, 
Src,  stock. 


Securities 
deliverable 
by  deed. 


Transfer 
prepared  by 
seller. 


Sub-sect,  (iii), —  Delivery  and  Payment. 
All  that  now  remains  to  be  done  is  to  complete  tho 
outstanding  bargains  by  delivery  and  by  payment  of 
the  making-up  or  ticket  price.  The  manner  in  which 
delivery  is  made  varies  according  to  the  nature  of  the 
security  in  which  the  parties  are  dealing. 

In  the  case  of  Government  and  Corporation  inscribed 
stock,  the  purchaser  has  to  send  to  the  seller  before 
1-30  P.M.,  or,  if  the  day  be  a  .Saturday,  before  12-1 5  p.m., 
on  the  day  upon  which  delivery  has  to  take  ])lace, 
a  transfer  ticket.  The  seller  adds  the  name  of  the 
transferor  to  the  ticket,  the  transferor  takes  it  to  the 
Bank  of  England,  where  he  executes  the  transfer 
in  the  books  of  the  bank,  and  receives  a  stock 
receipt.  This  stock  receipt  must  be  handed  to  the 
buyer  before  3-30  p.m.,  or,  if  on  a  Saturday,  bofora 
12-30  P.M.  [h). 

In  the  case  of  securities  deliverable  by  deed  of 
transfer,  the  seller  has  ten  days  in  which  to  make 
delivery  (c).  The  deed  of  transfer  is  accompanied  by 
a  certificate,  or  it  is  officially  certified  on  the 
transfer  that  the  certifica-te,  is  lodged  at  the  ofiice 
of  the  company.  Such  certified  transfer  must  be 
accepted  as  good  delivery,  though  it  may  entail 
certain  risks  {d). 

The  deed  of  transfer  is,  by  the  practice  of  the  Stock 
Exchange,  prepared  by  the  deliverer,  that  is,  the 
ultimate  seller,  and  not  as  in  the  case  of  other  con- 
vevances,  by  the  purchaser.  It  would  be  impracti- 
cable for  the  purchaser  to  prepare  the  transfer,  for  he 


(fe)  Rules,  143,  109.  (d)  Rule  121  and  see  ante^ 

(c)  lb.     138.      Shepherd     v.     p.  39. 
Murphy,  It.  Rep.  2  Eq.  544. 


COMPLETION    OF    BARGAINS.  85 

does  not  know  who  is  fjoing  to  transfer,  while  the 
sell'T  does  know,  from  the  ticket,  to  wliom  he  has  to 
transfer.  In  some  old  cases  it  was  laid  down  that  the 
purchaser  must  pr(»pare,  and  tender,  a  transfer  as  a 
comiirion  precedent  to  liis  having  a  rigflit  to  sne  for 
non-delivery  [c)  ;  but,  in  view  of  tlic  practice  of  the 
Stock  lOxchansce,  it  would  seem  that  the  principle  of 
these  decisions  would  no  longer  apply  to  Stock  Ex- 
change bargains.  Further,  in  contracts  subject  to  the 
rules,  Rule  118,  which  requires  the  deliverer  to  cause 
the  shares  to  be  transferred  at  the  price  on  the  ticket, 
seems  utcessarily  to  imply  that  the  transfer  must  be 
prepared  by  him  (f). 

It  registered  shares  are  not  fidly  [paid,  and  a  call  has 
been  made  before  delivery,  but  is  not  yet  payable,  the 
deliverer  may  himself  pay  the  call,  and  claim  the 
amount  from  the  issuer  of  tlie  ticket  (g). 

Bearer  securities,  if  they  are  Engiish  or  Indian  Securities  to 
Oovernnif^nt,  or  Corporation  securities,  must  be  deli-  ^^*'^®''* 
vered  before  3  p.m.  on  settling  day,  or  other  day  on 
which  it  may  have  been  agreed  they  shall  be  delivered, 
or,  if  such  day  is  a  Saturday,  then  before  12  oVlock  (/i). 
Other  bearer  securities  must  be  delivered  by 
2-30  P.M.  on  settling  day,  or  other  day  for  which  they 
were  iiought,  or,  if  such  day  is  a  Saturday,  by 
12  o'clock  {i). 

It   delivery  is  not  promptly  made   by  the  ultimate  relay  in 
•seller,  he  loses  certain  of  his  remedies.      In  the  case  of 

(e)  Stephens  v.  De  Medina,  4  broker  acting  for  a  client,  he 

Q.  R.  422;   Bowlhy  v.  Bell,  3  is    entitled    to    an   indemnity 

C.  B.  284;  16  L.  J.  C,  P.  18.  from  his   client,  if  under  this 

(/)  And  see  Rule  121.  rule  he  is  made  to  pay  the  call : 

(f/)  Rule  119.  And  see  Allen  Bayley  v.  Wilkins,  7  C.  B.  886. 

V.  Graves,  L.  R.  5  Q.  B.  478.  (h)  Rule  109. 

If  the  issuer  of  the  ticket  is  a  (i)  lb.  140. 
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securities  deliverable  by  deed,  if  the  seller  allow 
thirteen  days  to  elapse  without  delivering-,  he  releases 
his  immediate  contracting  party,  from  whom  he  has 
received  the  ticket,  and  the  issuer  of  the  ticket  alone 
remains  responsible  for  the  purchase  price  (Jc).  In 
the  case  of  securities  to  bearer,  if  the  holder  of  the 
ticket  allows  two  clear  days  to  elapse  without  deliver- 
ing, he  releases  his  buyer  from  any  loss  incurred  in 
consequence  of  the  declaration  of  any  member  as  a 
defaulter  (J). 

Is  time  of  the      The  question  whether  delivery  can   be  refused  alto- 
the  contract   gather  after  the  expiration  of  the  time  allowed   has 

as  between     \)qqh  discussed  in   the  Courts  ;  and  it  has  been  held 
members  r  ' 

that,  time  being  of  the  essence    of  Slock  Exchange 

contracts,  if  securities  are  tendered  too  late  they  can 
be  refused  altogether  {m)^  On  the  Stock  Exchange  a 
bargain  is  considered  to  continue  in  existence  until 
definitely  put  an  end  to  by  buying-in,  selling-out  or 
default ;  in  fact,  on  the  Stock  Exchange  there  is  a 
custom  that,  as  between  ultimate  seller  and  ultimate 
purchaser,  time  is  not  of  the  essence.  How  far  such 
custom  would  bind  a  non-member,  contracting  in  igno- 
rance of  it,  has  not  been  decided.  No  evidence  of 
such  a  custom  was  before  the  Court  which  decided  the 
cases  of  Union  Corporation  v.  Charrington  and  Eenja-^ 
min  V.  Barnett,  and  Avhat  the  effect  of  such  a  custom 
would  be  upon  a  client's  liability  is  at  present  an  open 
question. 

Payment.          Payment  is  made  by  cheque,  which  must  be  passed 
through   the    Bankers'    Clearing    House,     unless    the 


(A-)  Rule  146. 
(1)  Ih.  128. 

(m)    Union  Corporation    v. 
Charrington,  8  Com.  Cas.  99  ; 


"Benjamin  v.  Barnett,  8  Com. 
Cas.  244.  Re  Schtoabacher 
98  L,  T.  127.  Fletcher  v. 
Marshall,  15  M.  &  W.  755. 
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drawer  consents  to  its  beiiiijc  otherwise  presented.  For 
securities  solil,  however,  tlie  seller  Cfin  insist  on  pay- 
ment in  hank  notes,  but,  in  order  to  do  so,  mnst  give 
notice  to  that  elYect  before  11-30  a.m.  on  the  day  of 
delivery  (n).  No  member  need  take  a  reference  for  a 
payment  to  a  non-member  (o)  ;  that  is  to  saj^  the  ulti- 
mate purchaser  on  the  Stock  Exchange  can  always  be 
compelled  to  make  payment  himself. 

Every  seller  is,  by  the  rules,  responsible  for  the 
genuineness  and  regularity  of  the  documents  deliver- 
ed (p),  and  also,  for  a  certain  time,  for  dividends  re- 
ceived (7).  The  rules  on  these  points  are  discussed 
fully  elsewhere  (r). 

Sect.  TV.— BREACH. 

As  between  members  a  breach  of  contract  may 
occur  by  failure  to  pay  differences  ;  and  in  the  case  of 
a  seller,  by  his  failure  either  himself  to  deliver  the 
securities  he  has  sold,  or  to  ])ass  on  a  ticket,  and  so 
provide  another  who  will  do  so ;  iu  the  case  of  a 
buyer,  by  his  failure  either  to  pass  to  his  seller  a  ticket 
within  the  time.s  prescribed  by  the  rules,  or  himself  to 
take  delivery  of,  and  pay  for,  the  securities,  wheTi 
tendered  to  him. 

Apart   from    the  ordinary   legal    remedies  {s),  the  Buying-in 

,  ji.  J.    •'  T  1-  ii       and  Selling- 

party  aggrieved  nas  certain  remedies  pecuhar  to  tlie  ^^^ 

(n)  Rule  9-i.  {«)    A    member,    while    re- 

(0)  Tb.  95.  mainiug  a  meml)er,  may  not 

(p)  lb.  112,  l'2o.  sue  another  member  without 

((/)  lb.  IIJ.  his    consent,  or,  if  the    other 

{rj  As    to     dividends,     see  member    is  a  defaulter,    the 

ante,  p.  47  ;  as   to   documents,  consent  of   his  creditors,    or, 

see  post,  p,  184.  in   either  case,  of   the    Com- 
mittee :  Rules    72,  17tj. 
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Stock  Exchange.  In  all  cases  of  failure  to  deliver, 
or  provide  for  delivery  at  the  proper  time,  the  buyer 
can  apply  to  the  Buying-in  and  8elling-out  Depart- 
ment ot  the  Stock  Exchange  {t),  and  the  officials  of 
that  department,  after  giving  public  notice  in  the 
House  (w),  close  the  bargains  by  buyiug-in  {w)  ;  that 
is  to  say,  they  buy  on  the  market  the  securities  requir- 
ed to  fulfil  the  bargain,  and  so  provide  a  member  who 
will  deliver  them  to  the  original  buyer.  When  a 
buyer  d"es  not  issue  a  ticket,  or  hand  a  ticket  on  to 
his  seller,  in  the  case  of  securities  deliverable  by 
deed,  and  of  Government  or  Corporation  securities 
when  transfer  tickets  are  used,  the  seller  can  apply  to 
this  department,  and  the  officials  close  the  bargain  by 
selling-out  (x) ;  that  is,  by  selling  the  securities  on  the 
market,  and  so  providing  some  one  who  will  take 
delivery  {y). 

Selling-out  may  also  be  resorted  to  in  the  case  of 
bearer  securities,  if  the  buyer  dees  not  pay  for  them  by 
2-30  P.M.  on  the  day  for  w^hich  they  are  sold;  if  the 
d;iy  be  a  Saturday  the  limit  of  time  is  12  o^clock  [z). 

Where,  in  the  case  of  other  securities,  a  ticket  has 
been  properly  passed,  and  the  buyer  fails  to  pay,  the 
remedy  by  selling-out  is  not  available.     The  remedy 

(/)  Rule  134.  ly  adjusted  at  the  makinpj-up 

(u)  lb.  138,  140.  price;  that   is  to   say,  differ- 

(w)  lb.  137, 138,  143.  ences  are   paid  as  if  a  ticket 

(x)  lb.  143,  144,  147.  had  been  passed   at  making 

(y)  Where   a   ticket  is    not  up  price  :  Rules  122,  132. 

passed,     and   the    seller    does  (z)   Rule  148.    When  bearer 

not  exercise   his  right  of  sell-  securities  ai-e  sold  for  account 

ing-out,  the  bargain   is   called  day,  the  amount   payble   on 

an  unsettled   bargain,  and   is  account  day  is  the  making-up 

brought  down  and  temporari-  price:  Rule  128. 
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of  the  seller  in  such  case  is  to  cause  the  huyer  to  be 
declared  a  defaulter,  or  "hammered"  (a). 

In  all  cases  oi  non-piiymont  of  differences  this 
remedy  by  hanunering  is  also  available. 

When  resort  is  had  to  the  Buying-in  and  .Sellin<r- 
out  Def)artmeTit,  its  officials  ascertain  which  member's 
fault  has  occasioned  the  buying-in,  or  selling-out,  and 
any  loss  that  may  arise  owing  to  a  difference  between 
the  original  contract  price  and  the  price  given  or 
obtained  by  the  department  has  to  be  borne  by  him  (6). 

The  times  for  buying-in  and  selling-ont  vary  in  the 
different  classes  ol"  securities,  and  are  (ixed  by  the 
rules  (c). 

Xo  buyinu-in  for  non-delivery  is  permitted  when 
securities  are  known  to  be  our  of  the  control  of  the 
seller,  for  the  payment  of  calls,  receipt  of  dividends, 
or  the  like,  except  at  a  date  to  be  fixed  by  the 
Committee  on  application  ((?). 

These  lemeiiies  should  be  exercised  promptly.  -In  Effect  of 
the  case  of  securities  deliverable  i>y  deed,  if  a  member  <*®'*y- 
who  intends  to  deliver  does  not  get  a  ticket  at  the 
proper  time,  and  then  allows  two  days  to  elapse 
without  selling-out,  he  releases  his  buyer  from  all  loss, 
if  the  ticket  had  not  been  passed  owing  to  any  member 
being  public'y  uLclared  a  defaulter  (e).  A  member, 
who  has  bought  and  issued  a  ticket,  and  allows 
thirt<'en  tlays  from  the  date  of  the  ticket  to  elapse 
without  getting  delivery  and  without  buying-in, 
relea-es  his  seller,  unless  it  was  by  his  seller's  request, 
or  with  his  consent,  that  he  waived  his  right  to 
bnv-in,  and  the  holder  of  the  ticket  alone  remains 
liable  (f) 

(a)  See  post,  "  Default."  {r})  Rule  \'->6. 

(6)  Rule  134.  (e)  lb.  146. 

(c)  lb.  137-140.  U)  I^>-  1=^9- 


89 


00  THE  COUESK  OF  BUSINESS. 

In  the  case  of  securities  to  bearer,  if  a  buyer  allows 
two  days  to  elapse  without   exercising    his    right    to 
buy-in,  he  releases  his  seller  from  all  loss  occasioned  by 
any  member  being  publicly  declared  a  defaulter  (g). 
Snspenaion  The  Committee  have  on  several  occasions  suspended 

rule,  ^''^"""^^  the  buying-in  rule  under  the  powers  conferred  by 
Rule  20,  and  now  are  expressly  authorised  to  do  so 
when  circumstances  appear  to  them  to  make  such 
suspension  desirable  in  the  general  interest  (7;). 

Before  the  new  rule  it  was  held  that  such  suspension 
did  not,  at  law,  extend  the  time  for  deliver}^,  and  that 
it  did  not  prevent  the  release  of  intermediaries  under 
the  rules  relating  to  buying-in  (^^  As  between 
members  it  always  had  practically  both  these  effects. 
The  Committee  consider  that  a  bargain,  once  made,  is 
always  a  bargain,  and  therefore  that  delivery  can  b© 
made  at  any  time  prior  to  buying-in,  which,  owing  to 
the  suspension  of  the  rule,  is  impossible.  They  also 
have  taken  the  view,  that,  by  the  suspension  of  the 
buying-in  rule,  the  operation  of  the  rules  as  to  the 
release  of  intermediaries  is  also  suspended  [k).  Now 
by  Rule  135  it  is  provided  that  the  liability  of  inter- 
mediaries shall  continue  during  the  suspension  of  the 
buyiiig-in  rule,  unless  otherwise  determined  by  the 
Committee,  The  position  at  law  whicli  is  created  by 
the  new  rule  is  a  peculiar  one.  It  would  seem  that 
the  decision,  that  time  for  delivery  is  not  extended  by 
suspension  of  the  buying-in  rule,  is  unaffected.  Yet 
the  rule  says  that  the  liability  of  intermediaries  shall 
continue.     The  effect  apparently  is  that  the  ultimate 

(o)  Rule  141.  {k)     Union    Corporation   v. 

(h)  lb.  135,  first  passed  Charrington,  uhisu-p.;  Stevsart 
May  16th,  1904,  and  tlien  v.  Weher,  "  The  Times,"  May 
numbered  73a.  27th  and  June  19th,  1903. 

(i)    Union    Corporation    v. 
Charringtoyi,  8  Cora.  Cag.  99. 
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purchaser  can  refuse  delivery,  while  the  intermediaries 
remain  liable  to  the  seller.  As  between  members,  no 
doubt,  the  Committee  would  hold  the  ultimate  pur- 
chaser on  the  Stock  Exchange  responsible,  for  they 
do  not  consider  time  to  be  of  the  essence  of  the 
contract;  but  it  is  certainly  doubtful  whether  the 
Courts,  which  so  far  have  held  time  to  be  of  the 
essence  of  the  contract,  would  compel  a  buying  client 
to  indemnify  his  broker  under  such  circumstances. 

Sect.  Y.—DEFAULT. 
Should  a  member  fail  to  fulfil  his  engagements,  he  Hammering, 
is  publicly  declared  a  defaulter  by  direction  of  the 
Chairman,  Deputy  Chairman,  or  two  members  of  the 
Committee  (Z).  This  declaration  is  called  "  hammer- 
ing," and  the  defaulter  is  said  to  be  "  hammered," 
from  the  practice  of  calling  attention  to  the  declara- 
tion by  a  waiter  at  each  end  of  the  House  striking 
his  desk  with  a  hammer. 

The  member  so  declared  at  once  ceases  to  be  a 
member  {m). 

The  rules  that  come  intu  operation  upon  a  default 
aim  at  distributing  the  loss  thereby  occasioned  as 
fairly  as  possible  among  all  members  who  have 
bargains  open  with  the  defaulter. 

In  order  to  prevent  this  distribution  of  loss  being 
evaded,  all  attempts  at  private  failure,  or  compromise 
by  a  member  with  his  Stock  Exchange  creditors  are 
discountenanced.  If  a  member  gives  private  informa-  Private 
tion  to  such  creditors  of  his  inability  to  fulfil  his  en- 
gagements, the  creditors  must  immediately  inform  the 
officials  of  the  fact,  in  order  that  the  defaulter  may  be 
declared  publicly    (/i).     Further,    if  any  member  con- 

{l)  Rule  160.  'w)  Rule  161. 

(n)  lb.  166. 
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Hammer 
Price. 


Closing    of 
bargain    at 
Hammer 
Price. 


nives  at  a  private  failure  by  accepting  less  then  the 
full  amount  of  his  debt,  or  makes  any  arrangement  for 
settlement  in  lieu  of  a  ho7id  fide  money  payment,  he 
is  liable,  if  the  defaulter  is  publicly  declared  within 
two  years,  to  refund  any  money  or  securities  received 
from  such  defaulter  (o), 

A  member  who  makes  any  settlement  with  another 
before  the  day  on  which  payment  is  due  is  compelled, 
in  the  event  of  the  failure  of  the  member  with  whom 
he  has  dealt,  to  refund  anything  he  may  have  received 
for  the  beneht  of  the  general  body  of  the  creditors,  and 
to  pay  over  again  anything  he  may  have  paid  in  respect 
of  such  prior  settlement  {p).  If  any  member  receives, 
under  any  circumstances,  a  larger  proportion  of  differ- 
ences on  a  defaulter's  estate  than  the  other  creditors, 
he  has  to  refund  the  excess,  so  as  to  put  him  on  an 
equality  with  the  rest  (g). 

Sub-sect.   (i). — Closing    Bargains  at    Hammee  Price. 

Immediately  after  the  public  declaration,  one  of  the 
Official  Assignees  (r)  proceeds  to  the  various  markets, 
and  there  ascertains,  and  publicly  fixes,  the  prices  which 
were  current  immediately  before  the  declaration  for  the 
various  securities  iu  which  the  defaulter  has  dealings 
open.  The  price  so  fixed  is  called  the  "  Hammer' 
Price." 

Then,  in  the  words  of  Rule  164,  "All  members  {s), 
having  accounts  open  with  the  defaulter  shall  close 
their  transactions  by  buying  of  or  selling  to  him  "  at 


(o)  Rule  167. 

( p)  lb  168. 

(g)  Tb.  169: 

(r)  Appointed  annually  by 
the  Committee:  Rule  159.  At 
prpsent  there  is  one  Official 
Assignee  and  a  Deputy. 


(s)  This  word  was  until  re- 
cently "  persons,"  but  the 
Court  of  Appeal  had  decided 
that  this  meant  members : 
Lewitt  V.  Eamblet,  (1901)  2 
K.  B.  53. 
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hammor  price  "  such  securities  as  he  may  have  con- 
tracted to  take  or  deliver,  the  difference;^  arising  from 
the  defaulter's  transaction  being  ftaid  to  or  claimed 
from  the  Official   Assignee." 

Tliis  rule  has  been  the  subject  of  consideralde  dis- 
cussion in  the  Courts  of  Law,  and  it  has  been  decided, 
upon  evidence  given  by  officials  and  members  of  the 
Stock  Exchange,  that  this  "  buying  of  and  selling  to" 
is  not  a  real   purchase  or  sale,  but  is  a  mere  fiction 
resorted  to  for    the  purpose  of  arriving,  as    between 
members  and  a  defaulter,  at  the  amounts  that  are  to 
l)e  paid  to,  or  received  from,  the  defaulter's  estate  {t). 
The  result  of  tliese  lictitious  dealings  is  the  same,  as 
regards  the  position  of  members  between  tliemselves, 
as  if  an  actual  resale  or  repurchase  had  taken  place  at 
clie  hammer  price,  and  the  transactions  were  thereby 
closed  ;  l)ut  it  must  be    borne    in    mind    that    when  a 
nun -member  is  interested,  these  fictitious  dealings  do 
not  as  a  rule  affect  him  (wj. 

The  differences  arising  under  this  rule,  and  paid  to  The  artificial 
the  Official    Assignee,   form    a  fund    which    has   been 
decided  by  the  Courts  to  be  purely  artificial,  and  there- 
fore, should  the  defaulter  also  be  made  bankrupt,  do  In  re Plv^hly, 
not  under  any    circumstances   pass  t<»  the  trustee    in  ^'  -^'  ^^**"*- 
bankruptcy  (ic). 

Difft-rences    due    to    the    defaulter    m    the  ordinary  In  re  Woodd, 

■111-1  •    1  1  r  e    -^f  P-  S!ing. 

course,  either  by  clients  or  jobbers,  form  no  part  or 
this  artificial  fund  (x). 

Another  artificial  fund,  which  the  Ofticial   Assignee 
can  always  retain  as  against  the  trustee  in  bankruptcy 

(0  In   re    Plumbly.   Ex  p.  82   L.  T.  504;    W.  N.   (1900) 

Grant,  13  Ch.  D.  t)67.  84.     For  a  fuller  discus^<ion 

(«)  See  post    p.    233.  of  the  rights  of  the  Official 

(jf)  In  re   Plumbly,   Ex   j).  Assignee  as  against  a  trustee 

Grant,  13  Ch.  D.  667.  in     bankruptcy,      see     post, 

(«)  In  re  Woodd,  Exp.  Kiyig,  pp.  238  et  seq. 
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of  the  defaulter,  is  that  made  up  of  differences  received 
by  tlie  defaulter  in  the  course  of  the  complelion  of 
bargains  by  means  of  tickets.  As  hns  been  seen,  a 
member  may  be  entitled  on  account  day  to  the  differ- 
ence between  the  ticket  price,  or  making-up  price,  and 
the  price  of  his  bargain;  and  it  has  been  held  that 
these  differences  are  to  be  treated  in  the  same  way  as 
hammer-price  differences  {y). 

Sub-sect.  (ii). — Distribution  op  a  Defaulter's 

Assets. 

Distribution       The  assets  collected    by  the    Official    Assignee    are 
of  assets. 

distributed  by  him  joro  rata  among  the  Stock  Ex- 
change creditors  of  the  defaulter.  Non-members  are 
allowed  to  participate  in  respect  of  claims  arising  out 
of  Stock  Exchange  transactions^  provided  that  their 
claims  are  admitted  by  the  Stock  Exchange  creditors, 
or,  in  case  of  dispute,  by  the  Committee  (z). 

In  order  to  assist  the  Official  Assignee  in  collecting 
and  distributing  the  assets,  every  defaulter,  on  pain  of 
never  being  re-admitted  to  the  Stock  Exchange,  has 
to  hand  over  to  tlie  Official  Assignee  all  his  books  and 
furnish  a  statement  of  all  sums  owing  to  and  by 
him  (a) .  He  is  also  expected  to  give  all  information 
in  his  power,  and  to  render  every  assistance  in 
the  administration  of  the  estate. 

In  the  distribution,  creditors  for  diffei'ences  have 
the  first  claim  on  all  differences  due  to  the  defaulter's 
estate  (6). 

(y)  In  re  Wood,  Ex. p.  King,  (z)  Rule  174.     No  claim  is 

82  L.  T.   504 ;   W.  N.  (1900)       admitted  that  does  not  arise 
84.     For  a  fuller  discussion       out  of    a     Stock    Exchange 
of  the  rights   of  the  Official       transaction  :   Eule  169. 
Assignee  as  against  a  trustee  (a)  Eule  45. 

in     bnnkruptcy,     see      post,  (h)  lb.  166. 

p.  238  et  seg. 
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Members  wlio  have  delivered  securities  on  the  day 
of  default,  and  have  not  been  paid  for  them,  have  a 
]>referential  claim  on  any  assets  resulting  from  such 
securities,  ov  derived  i'roni  the  defaulter's  own 
resources.  For  any  balance  they  may  participate  in 
any  surety  money  there  may  Ijo  (c). 

By  Rule  167  no  creditor  shall  have  a  larger  propor-  Equalisation 

T      •      •  T  "^  claims, 

tiou  of  differences  than  the  rest,     it  is   m  order  to 

carry   t)ut   the  spirit   of  this   rule  that   the  following 

practice  has  been  adopted  in  the    distribution    of    a 

defaulter's  estate. 

When  a  defaulter  is  declared  owing  to  his  failure  to  Past  differ- 
....  T  ences  bronght 

meet  his  obligations  on  account  day,  and  a  member  into  account. 
has  on  that  account  day  paid  to  the  defaulter  differ- 
ences arising  on  the  carrying-over  of  a  bargain,  or  the 
adjustment  of  an  unsettled  bargain,  and  then,  owing 
to  the  default  and  consecjuent  cL)sing  of  the  account 
at  hammer  price,  has  to  receive  something  back  from 
the  defaulter,  the  differences  paid  on  the  account  day 
are  taken  into  consideration.     If  the  member  has  to 
receive  less  than  he  then  paid,  he  receives  it  in  f nil  ; 
if  more  than  he  then  paid,  he  is  allowed  to  receive 
back  what  he  paid,  and  only  proves  against  the  estate 
for  the  balance.     To  take  an  instance  :  suppose  the 
member  sells  to  the  defaulter  100  Chartered  at  *•!,  and 
carries  them  over  at  4,  which  is  making-up  price,    he 
has  to  pay  the  defaulter   lOOZ.  on  account  day,  and 
does  so.     Two  days  later  the  defaulter  is  declared, 
and  the   hammer   price   is   3.].     On  the  hammer  the 
defaulter  o^es  him  50Z.     He  is  not  made  to  j^rove  for 
this,  but  gets  it  in  full.     If  the  hammer   price    had 
been  2  the    defaulter   would  owe   him   200/.,  and  he 
would  be  allowed  the  100/.  he  had  paid,  and  prove  for 
the  other  100/. 

(c)  Rule  171  ;  and  see  ante,  p.  l:j. 
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Practice 
when  a 
broker  de- 
faults and  a 
client  com- 
pletes. 


As  will  be  seen  hereafter,  when  a  broker,  who  has 
made  a  bargain  for  a  client  {d),  defaults,  the  client^ 
being  unaffected  by  the  hammer,  frequently  completes 
the  bargain  with  the  jobber  from  whom  he  lias  bought, 
or  to  whom  he  has  sold. 

The  practice  in  these  cases  is  not  easy  to  under- 
stand, unless  it  is  borne  in  mind  that  a  jobber,  when 
he  makes  a,  bargain,  seeks  at  once  to  make  the 
converse  bargain  at  rather  a  better  price  to  himself. 

Where  the  client,  and  consequently  the  broker,  is  a 
bull,  and  the  hammer  price  is  lower  than  the  bhrgain 
price,  or  the  client,  and  consequently  the  broker,  is  a 
bear,  and  the  hammer  price  is  higher  than  the  bargain 
price,  the  jobber  is  a  creditor  on  the  estate,  and  in  the 
ordinary  course  would  prove  for  his  difference.  The 
client,  however,  comes  forward  and  completes  The 
jobber  is  thereupon  presumed  to  have  received  hi& 
difference  in  full  from  the  client ;  for,  althnngh,  if  the 
price  has  risen,  or  fallen,  again  between  the  hammer 
and  the  next  account  day,  the  jobber,  in  fact,  may 
have  to  pay  something  to  the  client  instead  of 
receiving,  it  is,  nevertheless,  the  practice  to  pay  na 
regard  to  what  happens  to  the  price  after  the  hammer, 
but  to  treat  the  loss  as  fixed  by  the  hammer,  or,  in 
other  words,  to  consider  the  client  as  completing  at 
the  hammer  price.  The  jobber  is  assumed  to  have 
also  a  converse  bargain  running,  which  neutralizes 
any  loss  or  profit  occasioned  by  variation  of  price 
after  the  hammer.  So,  in  order  to  bring  him  to  an 
equality  with  the  other  creditors,  the  jobber  is  made 
to  refund  in  full  to  the  estate  the  difference  between 
bargain  and  hammer  price,  and  to  prove  against  the 

{d)  If  the  broker's  client  is      all  parties  on  the  default  of 
himself    a    member    of    the 
Stock  Exchange,  the  bargain 
istreatedas  closed  as  between 


either  the  broker  or  the  jobber 
with  whom  he  has  dealt. 
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estate  for  the  samo  amount.  For  instance,  it  a  l)roker 
piircha.sos  for  a  client  fmin  a  jobber  100  Chartered 
at  5,  and  is  hammered,  the  hammer  price  being  3,  the 
jobber  is  a  creditor  for  200/.  If  the  client  completer, 
the  jobber,  in  theory,  receives  this  200/.  from  him. 
He  has  to  hand  it  to  the  Official  Assignee,  and  prove 
for  tb;it  amonnt.  * 

If,  the  client  and  broker  being  bulls,  the  hammer 
price  is  higher  than  the  bargain  price,  or  if,  the  client 
nnd  broker  being  bears,  the  hammer  price  is  lower 
than  the  bargain  price,  the  jobber  is  a  debtor  to  the 
estate.  Tf  tlie  client  completes,  the  jobber  will  have 
to  pay  him,  and  therefore  the  Official  Assignee  makes 
no  claim  on  him  iov  the  hammer  price  difference,  and, 
if  ho  has  already  paid  the  hammer  price  difference  to 
the  estate,  the  Official  Assignee  refunds  what  he  has 
paid.  For  instance,  if  a  broker  sells  100  Chartered  for 
M  client  at  5,  and  the  hammer  price  is  3,  the  jobber 
owes  the  estate  200Z.  On  the  client  completing,  the 
jobber  has,  theoretically,  to  pay  him  200Z.  (e),  and 
therefore  the  Official  Assignee  makes  no  claim  against 
him,  or,  if  he  has  already  paid  the  difference  to  the 
estate,  when  the  client  completes,  refnnds  to  him  any- 
thing he  may  have  so  paid. 

In  practice,  where  the  bargain  Iihs  been  carried- 
over,  this  principle  is  ccmibined  with  that  of  bringing 
past  differences  into  account.  Thus,  suppose  a  client 
sells  to  H  jobber  through  his  broker  100  Chartered  at  4, 
that  they  are  carried-over  at  5,  and  that  the  broker  is 
hammered  for  failing  to  meet  his  obligations  on. 
account  day,  the  hammer  price  boir.g  3;  the  jobber 
makes  lOOZ.  on  one  account,  but  loses  200Z.  on  the 
next,  and,  on  the  whole,  is  a  debtor  for  100/.     The 

(e)  Any  subsequent  rise  and  fall  of  prices  being  disregarded.. 

S.  B.  7 
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client  pays  the  broker  on  account  day  lOOZ.,  which 
sum  has  not  been  paid  to  the  jobber.  The  client  then 
completesj  and  the  jobber  will  have,  theoretically,  to 
pay  200L  to  the  client.  The  Official  Assignee  pays 
the  jobber  the  lOOZ.  which  the  broker  has  leceived, 
and  makes  no  claim  against  him  ;  or,  if  the  jobber  has 
already  paid  lOOL  to  the  Official  Assignee  on  the 
hammer,  the  jobber  receives  back  200Z. — namely,  the 
lOOZ.  he  has  paid  and  the  lOOL  the  broker  received, — 
and  is  thus  in  the  same  position  as  other  debtors  to 
the  estate,  that  is,  he  pays  his  debt  in  full,  but  no 
more. 

The  hammer  operates  to  close  all  Special  Settle- 
ment, as  well  as  other,  bargains,  and  rhe  above 
practice  applies  also  to  these. 

Another  instance  will  show  how  this  practice, 
though  at  first  sight  sometimes  appearing  to  press 
unequally,  is  in  reality  quite  fair  to  all.  Suppose  a 
client  has  sold  to  a  jobber  through  a  broker  certain 
shares  for  Special  Settlement  at  |,  and  the  broker  is 
hammered,  and  the  hammer  price  is  2^,  and  the  jobber 
is  therefore  a  creditor  for  21.  a  share.  The  client 
delivers  the  shares  on  Special  Settlement  to  the  jobber. 
The  Official  Assignee  claims  to  be  paid  by  the  jobber 
21.  a  share,  and  that  the  jobber  should  prove  for  that 
amount.  The  jobber  receives  no  money,  but  only 
shares,  but,  nevertheless,  has  to  pay  the  Official 
Assignee  21.  a  share. 

The  reason  for  this  is  that  the  jobber  is  assumed  to 
have  been  even  on  his  book,  that  is,  to  have  resold 
immedintely  after  the  first  purchase  at  practically  the 
same  price.  If  he  had  in  fact  resold,  his  position  at 
the  date  of  the  hammer  would  be  that,  his  purchase 
bargain  having  been  closed,  he  would  be  left  with  a  sale 
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oi  share.s  at  J,  wliicli  ho  Wduld  have  to  Imy  at  2^  in 
order  to  iiiakt'  delivery,  tliiis  being  involved  in  a  Ions 
of  21.  a  share.  The  effect  of  the  dient  completing  is  to 
relieve  him  of  this  loss  ;  for  the  client  supplies  the 
shares  for  him  to  delivei-.  The  practice  of  the  Stock 
Exchange,  however,  is  nut  to  allow  a  member  to  be 
relieved  of  a  loss,  occasioned  by  dealing  with  a  defaulter, 
by  reason  of  the  fact  that  the  defaulter's  client  com- 
pletes. The  effect  of  the  jobber  paying  this  2/.  a 
share  to  the  estate  is  to  give  all  the  creditors  the 
benefit  of  the  client's  completion,  and  to  put  the  jobber 
on  an  ecjuality  with  the  other  creditors. 

The  way  that  hammer  price  closing  is  in  practice 
treated  in  the  jobber's  books  illustrates  the  effect  to  a 
jobber,  of  his  bargain  being  closed  on  the  default  of 
a  broker,  and  the  client  completing.  The  jobber,  who 
has  sold,  makes  in  the  account  of  the  broker  in  his 
books  an  entry  of  a  purchase  at  hammer  price.  This 
shows  what  has  to  be  paid  to  the  Official  Assignee,  or 
claimed  from  him.  A\  ben  the  client  completes,  the 
jobber  makes  a  new  entry  of  a  sale  at  hammer  price, 
and  an  entry  on  the  other  side,  crediting  the  account 
with  the  original  bargain  price  received  from  the  client 
or  hi?  new  broker.  Thus,  on  a  sale  of  lOO  Chartered 
to  a  client  through  a  broker  at  -5,  hammer  price  being 
2,  the  broker's  account  in  the  ledger  of  the  jobber  when 
the  client  completes  is  as  follows  :■ — 


Dr. 

lOO   Chartered  ....  3  £300 
{original  bargain). 


Cr. 

100   Chartered  H.  P.  2  £200 

{purchaae  entry). 
Balance  claim  on  estate 

for  dividend £t0o 


£300  £300 


100 
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Dr. 
100   Chartered  H.  P.  2  £200 

{sale  entry). 
Balance    to   pay    O.  A. 

in  full £100 

£300 


Cr. 
100     Chartered      made 
down    with    A.  B.    & 
Co.        (client's       nev: 
brokers)  (/) 3  £300' 

£300> 


Bargains  out 
of  time. 


Options. 


Sub-sect.  (iii). — Default  as  affecting  Bargains 
"out  of  time"  and  Options. 

By  the  rules,  bargains  for  a  period  beyond  the^ 
ensuing  two  accounts  or  in  the  case  of  certain 
securities  for  any  future  account,  if  made  more  than 
eight  days  before  the  end  of  the  pending  account 
are  said  to  be  "out  of  time,"  and  are  penalised  to  the 
extent  that  claims  against  a  defaulter'.s  estate  arising 
out  of  them  are  not  allowed  to  rank  against  the  estate, 
until  all  other  creditors  have  been  paid  in  full  (g). 

Option  dealings  are  frequently  made  for  periods 
which  render  them  "  out  of  time/^  and  when  so  made 
are  penalised.  Options,  like  other  bargains,  are  closed 
at  the  hammer  price  upon  default;  so  that  where  the 
value  of  the  option,  based  upon  the  current  price  of 
the  security,  that  is,  the  hammer  price,  and  taking 
into  consideration  the  time  the  option  has  still  to  run, 
.•^hows  a  profit  to  the  defaulter,  that  profit  is  payable  to 
the  Official  Assignee,  though  not  until  the  date  origin- 
ally fixed  for  the  exercise  of  the  option.  If  it 
shows  a  loss,  the  other  member  can  prove  against  the 
estate  for  this  loss ;  but  if  the  opt'on  was  for  a  period 
outside  those  mentioned  above,  he  would  prove  as  a 
deferred  creditor.  For  instance,  if  the  defaulter  has 
given  option  money  for  a  call  of  Chartered  at  2  for  the 

(/)  If  client  completes  with-  (g)  Rule  170. 

out  employing  a  new  broker, 
the  credit  entry  is  in  his  name. 
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end-December  accoimr,  :iiul  is  haniinere<l  at  tlie  tnitl- 
November  aix-ount,  tlic  liaiiniiei-  jn-ice  of  Thartered 
being  2h,  the  Official  Assignee's  claim  is  for  the  differ- 
ence l)jt\veen  the  option  motiey  and  the  price  at 
whicli  an  option  at  2  for  the  end-December  account 
could  be  purchased  in  the  market  on  the  day  ol'  the 
default.  If  tlio  defaulter  has  taken  option  money  for 
the  ?ame  0[)tion,  the  giver  of  the  option  money  proves 
for  a  similar  amount  (/()• 

If  the  defaulter  has  bought  an  option,  and  at  the 
time  of  the  default  the  bargain  does  not  show  a  protit 
to  the  defaulter  at  the  then  price,  there  will  be  nothing 
to  pay,  the  option  being  treated  as  not  exercised,  and 
the  other  member  will  prove  for  the  option  money  (?'). 

Similarly,  if  the  defaulter  has  bold  an  option,  ami 
the  price  at  the  time  of  the  default  does  not  show 
a  piolit  tu  the  other  member,  there  will  not  be  any- 
thing to  prove  fur  against  the  estate,  the  option  being 
treated  as  not  exeicised,  and  the  Official  Assignee  will 
elaim  the  option  money  when  it  becomes  due. 

Where  any  of  the  bargains  with  a  defaulter  aie 
"  out  of  time,"  it  is  the  practice  not  to  allow  the  pro- 
fits on  such  bargain  to  be  set  off  against  the  losses  on 
others,  but  to  make  the  otiier  member  pay  his  losses 
in  full,  and  prove  for  his  ])rotir.  as  a  deferi-ed  creditor. 

Following  the  practice  in  ordinary  bargains,  if  the 
defaulter  has  a  client,  and  that  client  completes,  the 
other  member  has,  it  he  is  a  creditor  of  the  defaulter's 
estate  in  respect  of  the  closing  of  this  option,  to  pay 
the  Official  Assignee  in  fiill  the  difference  between  the 
option  price  and  the  hammer  price,  and  prove  for  this 
difference    as  a  deferred   creditor ;  as  otherwise    he 

(/i)  As  a  deferred  creditor,  (i)   If  "out  of  time,"  as  a 

the    bargain    being  "  out    of       deferred  creditor. 

tinif." 
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would  escape  the  penalty,  and  would  b;)ve  an  advant- 
age over  other  Stock  Excliange  creditors.  If  the  other 
member  is  a  debtor  to  the  defaulter's  estate  in  respect 
of  the  closing  of  this  option,  he  does  not  pay  the 
Official  Assignee,  as  that  would  be  making  him  pay 
twice  over,  namely,  to  the  Official  Assignee  and  to  the- 
client.  If,  liowever,  on  some  "out  of  time"  bai'gain& 
with  the  defaulter  the  other  member  has  had  to  pay 
in  full  to  the  Official  Assignee,  or  to  a  client  of  the  de- 
faulter, while  there  are  others  on  which  he  has  made 
a  profit,  he  is  permitted  to  rank  preferentially  as 
against  other  deferred  creditors;  that  is  to  say,  he  is 
entitled,  after  the  ordinary  creditors  have  been  paid 
in  full,  to  receive  in  full  so  much  of  his  provable  debt 
as  is  equal  to  the  amount  he  has  paid  to  the  Official 
Assignee  or  to  a  client.  For  instance,  if  a  jobber  has 
open  with  a  broker  three  options,  all  of  which  are 
"  out  of  time,"  and  the  result  of  the  closing  of  the 
three  bargains  at  hammer  price  shows  (a)  a  loss  to  the 
jobber  on  the  end-August  account  of  200Z.,  (b)  a  profit 
to  the  jobber  on  the  mid-September  account  of  1001. ^ 
and  (c)  a  profit  to  the  jobber  on  the  end-October 
account  of  4001.,  and  bargains  (a)  and  (b)  are  com- 
pleted by  clients,  the  Official  Assignee  does  not  claim 
on  (a)  the  200Z.,  as  the  jobber  pays  this  to  the  client, 
or  is  assumed  to  do  so,  as  fluctuations  in  prices  after 
the  hammer  are  immaterial;  on  (c)  the  jobber  receives, 
or  is  assumed  to  receive,  400Z.,  which  he  has  to  pay  to 
the  Official  Assignee  in  full,  and.  he  is  entitled  to  prove 
on  (b)  and  (c),  nam.ely,  for  500L  as  a  deferred  creditor; 
but,  as  he  has  paid  the  200Z.  to  a  client,  he  is  allowed, 
after  the  ordinary  creditors  are  paid,  to  receive  this 
in  full,  and  proves  for  dividend  with  the  other  deferred 
creditors  for  300Z.  only. 
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As  differeiK-es  due  t<>  u  defaulter  cannot  be 
claimed  by  the  (Official  Asj^ignee  until  they  become 
due,  the  difftTetices  due  to  the  estate  on  sucli  biir;^'ains 
are  ascertained  on  the  default,  but  are  not  payable 
until  the  date  originally  fixed  for  the  exercise  of  the 
o])tion. 

Hub-sect.  (iv). — Dkpault  as  affkcjing  Loans. 
Loans  between  members  are  also  affected  by  u  de-  Loans. 
fault,  and  sire  dealt  with  by  Eule  172.  'J'he  effect  of 
this  rule  is,  that  in  the  case  of  a  default  by  a  bormwer, 
if  the  loan  is  against  securities  the  lender  must 
realise  his  security  within  three  clear  days,  unless 
the  creditors  agree  to  his  taking  a  longer  time  to 
do  so,  or  else  he  must  take  them  at  a  price  fixed  by 
the  Official  Assignee,  with  appeal  to  two  members  of 
the  Committee.  If  the  security  is  insufficient,  the 
lender  can  prove  against  the  estate  for  the  balance. 

This  rule  is  a  domestic  ride  binding  members  only 
and  does  not  affect  non-members  (A). 

If  there  is  no  security  for  a  loan,  no  claim  for  it  wiU 
be  admitted  against  the  fund  arising  from  differences ; 
nor  if  such  loaii  be  for  longer  than  two  days  Avill  it 
be  adiriitted  for  proof  against  any  of  the  defaulter's 
assets  (I). 

If  the  defaulter  becomes  bankrupt,  the  amount  due 
on  a  loan,  arrived  at  as  prescribed  by  the  ndes  above 
mentioned,  e.g.,  the  difference  between  the  amount  lent 
and  the  value  fixed  by  the  Official  Assignee,  is  a  ]>rov- 
able  debt  in  bankruptcy  (m). 

(k)  Ponsolle  V.  Weher,  [19U8]         (m)  In   re  Morgan,    Ex    p. 

1  Ch.  254.  Phillips,  &nd  Exp.  Harnhani, 

H)  Kule  173.  ;jo  L.  ,i.  Hk.  1  ;  2  Do  G.  V.  & 

J.  634. 
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SUB-SKCT.     (v). KeADMJSSION    OF    DkFAULTERS. 

While  a  member  is  a  defaultei-  no  other  member  luay 
carry  on  business  for  bim,  without  the  consent  of  the 
creditors  and  sanction  of  the  Committee,  nor  may  any 
other  member  deal  with  him  {n). 
Readmission  A  defaulter  may  be  readmitted  by  the  Oummittee  ; 
*  but  he  is  not  eligible  for  readmission  unless,  inde- 
pendently of  his  surety  money,  he  has  paid  at  least 
6s.  8d.  in  the  £  on  the  balance  of  any  losses  he  has 
incurred  (o).  A  defaulter  may,  however,  be  admitted 
as  a  clerk,  notwithstanding  he  has  not  complied  with 
this  rule,  provided  a  specially  convened  meeting  of  the 
Committee,  at  which  twelve  members  at  least  are 
present,  by  a  majority  of  three-fourths  approves,  after 
considering  the  report  made  under  Rule  43  Q:*). 

Upon  the  application  for  readmission  by  a  defaulter, 
a  Sub-committee  is  appointed  by  the  Committee,  to 
investigate  his  accounts  and  conduct,  and  report  to  the 
Committee.  This  Sub-committee  obtains  from  the  Offi- 
cial Assignee  any  information  he  may  have  acquired 
in  the  administrati<m  of  the  estate,  and  reports  to  the 
Committee.  It  is  then  in  the  discretion  of  the 
Committee  whether  they  readmit  or  not  [q). 

A  defaiilter  need  not  obtain  a  nomination  before 
readmission  (r).  But,  if  he  was  originally  elected  a 
member  after  November  23rd,  1904,  and  has  parted 
with  his  share  qualification,  he  must,  on  readmission, 
before  exercising  any  of  the  privileges  of  membership, 
become  the  registered  proprietor  of  at  least  one 
Stock  Exchange  share.  If  he  fails  to  acquire  a  share 
within  six  months  of  his  readmission  he  ceases  to  be  a 
member  (.•>•). 

in)  Rule  177.  (g)  Eule  43. 

(o)  lb..  46.  (r)  Ih.  27, 

ip)  lb.  62.  (s)  lb.   42. 
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Defaulters  ;ire  rc.iduiitto  1  in  two  l•l;li^sos ;  m  tlio 
firf<t  class,  wlien  the  dofnult  was  occasioned  by  the 
default  of  principals,  or  other  circumstances,  where 
there  is  no  bad  faith  or  breacli  of  tho  rules,  and  the 
defaulter's  conduct  h;i8  boon  irreproachable,  and  his 
operations  iiavc  been  leasonably  commensurate  with 
his  means ;  111  the  .^tcoml  class,  wlien  llie  default  is 
maiked  by  indiscretion  and  absence  of  reasonable 
caution  (0- 

^Vhere  there  is  fraud  or  bad  faith,  no  doubt,  read- 
mission  would  be  refused. 

If  a  defaulter,  knowing  he  was  insolvent,  has  issued 
or  retained  a  ticket  in  tho  account  in  which  he  defaults, 
and  thereby  has  occasioned  loss,  he  cannot  be  readmit- 
ted for  at  least  one  year;  and  this  is  one  of  the  points 
as  to  which  the  Sub-committee  has  to  inquire  (w). 

The  readmission  of  a  defaulter  does  not  release  him 

from  his  )inbilities  (•«•)  ;  and  as  he  has,  if  readmitted,  to 

seek  re-election  every  year,  the  Committee  may  always 

make  the  payment  of  debts  a  condition  of  his  being 

allowed  to  continue  as  a  member. 

The  fact  of  the  default  and  Stock  Exchange  distri-  Default  doea 
1     ^-        •  ^  *•        u  1  .  "ot     operate 

oution  IS  no  answer  to  an  actmn  by  a  member  against  ^g  ^  release. 

a  defaidter,  wath  whom  he  has  dealt,  for  hammer  price 

differences,  notwithstandingthat  lie  has  proved  against 

tho  defaulter's  estate  (a;) ;  nor  does  it  make  any  differ-  Ex  p.  ^^'ard. 

eace  that  the  member,  with  whom    the  defaulter  has  ^«l^f*'°J"' 

dealt,  bus  completed  with   the  defaulter's  client  (^); 

but  credit  must  be  given  for  any  dividends  received 

from  the  estate  (z). 

(0  Kule  44.  (y)  Mmddaaohn  v.  Rntcliffe, 

{u   lb.  47,  43.  [19U4]  A.  C.  456. 

U':)  Lacetj  y.  Hill,  Groirley's  (z)  Ex  p.    Ward,  ubi  sup.; 

Claim,  18  Eq.  18-2.  Mendelssohn  v  .   liatcliffe,    ubi 

{x)  Ex  p.    Ward  (No.  1),  20  sup. 
Ch.  D.  356. 
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Hammer  The  amount  fixed  by  the  hammer  price,  and  becom- 

price  differ- 
ences are        ing  due  from  one  member  to  another  on  a  default,  is  a 

iqui  a.  e  .  ijq^j(jg(;Q^  sum,  and  will,  therefore,  support  a  bank- 
ruptcy petition  («).  It  can  for  the  same  reason  be 
made  the  subject  of  a  "  specially  endorsed  "  writ  ^6\ 
and  of  proceedings  for  summary  judgment  (c). 

Default  is  a      'piie  Vesting  of  the  assets  in  the  Official  Assignee  is 
cessiohonorum  .  i/^fr>-i 

vesting  assets  regarded  as  a  cessio    oonorum,    enabling  the  Official 

in  the  Official  ^ggi^nee  to  sue  in  his  own  name  {d).     If  the  Official 

Assignee.  ti  ^    ' 

Assignee  sues  in  a  defaulter's  name,  it  has  been  held 

that  the  defaulter  is  not  a  nominal  plaintiff,  and  there- 
fore cannot  be  called  upon  to  give  security  for  costs  (e). 

(a)  Ex.  p.   Ward  (No.  2),  22  (d)  Richardson  v.  Stormoni 

Ch.  D.  132  ;  In  re  Mendelssohn,  Todd,  [1900]  1  K.  B.  701  ;  see 

[1903]  1  K.  B.  216  ;   affirmed  also  Tomkins  v.  Saffery,  3  A.C 

sub  nom.   Mendelssohn  v.  Bat-  213  ;  Lonias  v.  Graves,  [1904] 

cliffe  ubi  sup.  2  K.  B.  557.     As  to  whether 

(fe)  Under  R.  S.  C,  Ord.  Ill       it  is  an  act  of  bankruptcy,  see 
^  j-iost,  ]).  239. 

*  (c)    Under  R.    S.    C,    Ord.  ^^)  ^'"^^^   ^-  Haskeu;  1  T. 

^jy  L.  R.  94  ;  R.  S.  C,  Ord.  LXY. 

r.  6. 
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CHAPTER  IV. 

THE   STOCK  EXCHANGE   AND  THE  PUBLIC. 

Sect.  I.— 'I'lTE  DUTIES  OF  A  BROKER. 

One  who  is  not  a  luomber  of  the  Stock  Exchango  might 
be  able  to  find  another  who  was  willing  to  buy  his 
securities,  or  to  sell  securities  to  him,  but,  in  order  to 
ensure  ready  dealing,  and  to  find  the  best  market,  it  is 
necessary  to  resort  to  a  member  of  the  Stock  Exchange 
who,  by  reason  of  that  membership,  has  access  to  the 
place  where  such  things  are  dealt  in,  and  so  can  bring 
persons  desiring  to  deal  into  relation  with  others  who 
are  ready  to  do  so. 

It  is  possible  for  the  public  to  deal  directly  with  a 
member  as  a  principal,  but  in  practice  this  is  little  done, 
it  beinir  found  much  more  convenient  for  them  to 
employ  brokers  men  with  experience,  knowledge,  and 
judgment  in  these  matters,  to  act  as  agents  (m  their 
behalt. 

A  broker  is  not  bound  to  accept  an  oi-der  to  transact  ,^''o^^'"  "o* 

.  r         bound  to 

business  for  a  client,  and  this  notwithstanding  the  fact  accept  in- 

that  he    has  been  previously  employed  by  the  same 

client.     If  a  broker  has  bought  securities  for  a  client, 

he  is  under  no  obligation  to  sell  them  again  for  him  (a), 

or  to  get  them  earned   over  (h),  or  to  do    anything 

further  in  the  matter,  except,  when  the  time  comes,  to 

(a)  Thacker  v.  Har.lij.  i  Q.  (b)  Cullum  v.  Hodges,  18  T. 

B.  D.  685at  p.  091.  L.  R.  6. 


108  THE    STOCK    EXCHANGE    AND    THE    PUBLIC. 

complete  the  tiansaction  that  is  open.  There  is,  how- 
ever^ nothing  to  prevent  a  broker  agreeing  with  his 
cheut  that  he  will  accept  any  order  he  receives  from 
him,  either  with  or  witliout  a  Umit,  or  that  he  will 
carry  over  transactions  open  ;  and  where  a  broker  has 
continually  acted  on  orders  from  a  client,  such  an  agree- 
ment, within  reasonable  limits  as  to  amount,  would  in 
all  probability  be  held  to  be  implied  from  the  course  of 
business  betAveen  them,  and  to  be  only  determinable  oti 
reasonable  notice  given  to  the  client,  to  enable  him  to 
mak'e  other  arrauo-ements. 

Broker  does         A  broker   accepting  an  order  does  not  in  any  seuse 
not  warrant  ^  .lt.    ^  i.        -n  .     •       j_     n  i  i 

execution  of  warrant  that  ne  will  execute  it  at  all  events,   but  only 

order.  that    he    will    use    due    and    reasonable  diligence    to 

endeavour  to  do  so,  and  would  not,  therefore,  incur 
any  liability  if  he  failed  to  carry  out  the  order  owing 
to  there  being  no  market  in  the  securities  (c). 

A  broker  who  has  accepted  an  order  acts  as  an  agent, 
and  as  sucli  is  subject  to  all  the  ordinary  rules  of  law 
governing  the  relationship  of  principal  and  agent. 

Summary  of        His  duties  as  agent  may  be  thus  summarised  : — 
broker's 

^^tiea.  1.      Strictly  to  adhere  to  the  position  of  agent. 

2.  To  act  diligently  for  his  principal,  and  solely 

in  his  interest. 

3.  To  act  according  to  his  mandate — 

(a)  To  cnrry  out  his  instructions. 

(b)  To   make   enforceable  bai-gains   for  his 

principal. 

(c)  To    deal    according    to    the     rules    and 

customs  of  the  Stock  Exchange. 

4.  To  render  full  and  proper  accounts  to  his  prin- 

cipal when  required. 

(c)  Fletcher  v.  Marshall,  16  M.  &  W.  755. 
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So  lon^  as  lie  |)ei-forins  tlieso  duties,  tlio  broker  is 
entitled  to  remuneration  for  his  sorvices  in  tlit-  shape  of 
ccimmission,  and  to  a  full  indemnity  froin  his  client 
a^'ainst  all  personal  liability  rosnlting-  from  the  cxocu- 
ti<»n  of  his  client's  business. 

It    will    now    bf  well    to    consider    each    of   these 
principles  in  detail. 

1.     Stricfly  to  adiiere  to  tJic  positiun  of  ayenf: —  l    Xo  adLerw 

A  broker  is  in  a  fiduciary  relationshi])  to  his  client  tion  of  ageut! 

that  is  to  sav,  he  has  confidence    reposed  in  him  ;  and  ^''inp'ary 

'  position  of 

it  is  the  policy  of  our  law,    in    all    cases    where    such  broker. 

relationship    exists,    to    insist,    not    only    that    such 

confidence  shall  not  be  abused,  but  also  that  the  person 

trusted  shall  not  place  himself  in  a  position  that  might 

]i  ssiljly  be,  or  become,  inconsistent  with  the    interest 

of  him,  who  has  reposed  that  confidence.     'J'herefore 

a  broker  mny  not,  without  the  consent   of    his    client 

sell  his  own  securities  to  his   client  (d),  or    buy    his 

client's    securities     from    him,    notwithstanding    that 

the   bargain    be    at    the  market    price,  or    even  at    a 

price  more  advantageous  for    the  client;   nor    may  he 

have  any  ])ersonal  interest  whatsoever  in    his  client's 

bargain,  without  making  full  disclosure  of    his    exact 

position  to  the  client.     Should  a  broker  depart    from 

this  rule,  then,  no  matter  how  honestly  he    has    acted, 

and  though   the  client  has  suffered  no   loss  from    hig 

so  doing,    the    client    can   refuse    to    indemnify   the 

broker,  or  to  carry  out  the  bargain  (e) ;  or  he  can  have 

it  set  aside  by  the  courts,  and,  by  means  of   damages, 

have  himsi'lf  ]nit  in  the  same  financial  position   as  if 

(d)  Gxlleit  V.  Pp'ppercortie,  3  (f)   Thwipaon    v.    Meade,  7 

Bcav.  78.  T.    L.    R,     HOS,    and    cases, 

ivfra. 


Brookman. 
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it  had  never  been  made ;  or,  il:  he  prefer  it,  he  can 
adopt  the  bargain,-  and  make  the  broker  pay  over  to 
him  any  profit  he  may  have  made  by  the  transaction, 
and,  even  in  this  case,  can  refuse  to  pay  any 
commission  to  the  broker. 

The  length  to  which  the  courts  have  gone  in  givinu' 
effect  to  this  rule  is  well  exemplified  by  the  cases  of 
Bot^achiid  Rolhschild  v.  Brookman  (/)  and  Stange  v.  Lowitz  (g). 
In  Rothschild  v.  Brookman,  the  plaintiff  (JBrookman)  had 
instrxicted  the  defendant  (Rothschild)  to  sell  for  him 
some  French  Rentes,  and  the  defendant  sold  them  to 
himself  and  his  brothers  at  the  then  market  price.  He 
further  instructed  him  to  buy  some  Prussian  bonds,  and 
this  the  defendant  did  by  appropriating  to  the  plaintiff 
in  his  books  the  amount  required  out  of  a  large  number 
held  by  him.  Subsequently,  on  receiving  orders  to  sell 
these  Prussian  bonds,  the  defendant  made  another  entry 
in  his  books,  showing  that  they  had  again  become  his 
own  property.  The^se  dealings  were  also  at  the  then 
market  prices.  Four  years  afterwards  the  plaintiff 
discovered  what  had  taken  place,  and  brought  his 
action,  and  the  Court,  though  admitting  that  the  defend- 
ant had  acted  honestly  throughout,  set  aside  all  the 
transactions,  and  made  the  defendant  repay  to  the  plaint- 
iff all  the  money  he  had  received  from  him  iu  respect  of 
the  transactions.  "  It  appears  to  me,"  said  Lord  Wyn- 
f  ord,  in  the  House  of  Lords,  ''in  every  one  of  these  trans- 
action? Mr.  Rothschild  had  an  opportunit}',  from  the 
nature  of  his  employment,  and  the  manner  in  which  he 
conducted  himself,  of  taking  advantage  of  the  person, 
with  whom  he  was  dealing,  if  he  was  disposed  to  take 
that  advantage;  and,  though  I  am  willing  to  say  that  I  do 

(/)  5  Bli.  X.  S.  165  ;  2  Dow,        {g)  U  T.  L.  R.  468. 
&  CI.  188;   7  L.  J.  Ch.  163. 
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not  beliovu  Mr.  Rothschild  to  bo  capable  of  doiii^^  that, 
....  wo  must  say  that  he  ought  not  to  bo  coiicernod  in 
such  ti'ansactioiis  under  such  circumstances"  {h).  "1 
take  it  to  be  a  general  principle  of  law  and  equity, 
that  a  man  cannot  be  a  seller  forme  and  a  buyer  of  tliat 
property  himself."  (ij  *'  Ho  (the  Vice-ChancoUor) 
lias  very  properly,  in  the  fii-st  place,  set  all  these  trans- 
actions aside;  he  has  said  they  weie  not  passing  between 
these  two  persons  under  circumstances  in  which  they 
were  on  an  equality  of  condition.  An  equality  of  condi- 
tion is  a  circumstance  that  is  absolutely  essential  to  the 
validity  of  any  bargain.  This  is  a  principle  that  ought 
to  be  distinctly  understood  in  Loudon  ;  if  any  man,  who 
is  to  be  trusted,  places  himself  in  a  condition  in  whicli 
he  has  an  opportunity  of  taking  advantage  of  his  em- 
ployer, by  placing  himself  in  such  a  situation,  whether 
acting  fairly  or  not,  he  must  suffer  the  consequences  of 
his  fituation.  iSuch  is  the  jealousy  which  the  law  of 
England  entertains  against  any  such  transactions."  [k) 
The  case  oi  Stan  ye  v.  Lou-iiz  [I)  is  of  recent  times.  Stangev. 
There,  a  broker,  not  a  member  of  the  Stock  Exchange,  ^°^*^'' 
was  instructed  to  buy  and  sell  for  a  client ;  he  in  fact 
did  so,  but  in  every  case  added,  or  deducted,  a  small 
amount  to  or  from  the  price  he  had  to  pay  to,  or  receive 
fix)m,  the  member  of  the  Stock  Exchange,  with  whom 
he  made  the  bargain,  and  in  addition  charged  his 
commission.  It  was  contended  on  his  boiialf  that  if 
he  gave  up  these  additions  and  repaid  the  deductinns^ 
the  chent  had  nothing  to  complain  of ;  ])ut  the  Court  of 
Appeal  took  a  different  view,  and  decided  that,  tiie 
action  being  for  an  indemuity,  he  could  not  recover  at 

(70  o  Bli.  N.  S.  !it  p.  l!tu.  (0   14   T.  L.  K.  4t)8  ;  followed 

(i)  lb.  at  p.  IPl.  ju  Nicholson  v.  Manafield,    17  T. 

(t)  Ih.  at  p.  197.  L.  R.  259. 
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2.  To  act 
diligently 
and  solely 
in  client's 
interest. 


all,  because  lie  had  not  made  the  bargain  upon  wliich 
he  was  asking  for  indemnity.  What  he  had  done  was, 
instead  of  buying  shares  for  his  client,  to  buy  at  on© 
price  for  himself,  and  then  sell  to  his  client  his  own 
phares  at  a  profit ;  and  instead  of  selling  for  his  client, 
to  buy  from  his  client,  and  then  sell  on  at  a  profit. 
All  the  transactions  were  set  aside.  It  is  also  possible 
that  the  client  could  have  selected  those  transactions 
which  showed  a  profit,  and  adopted  them,  claiming  the 
secret  profit  made  by  the  broker  in  respect  of  them, 
and  at  the  same  time  repudiated  those  which  showed 
a  loss.  No  case  has  as  yet  gone  to  this  length.  An 
attempt  to  make  such  a  selection  was  made  in  a  later 
unreported  case  between  the  same  parties,  arising  out 
of  the  same  transactions,  but  failed,  owing  to  its  being 
held  that  the  client  had  in  fact  at  the  previous  trial 
elected  to  repntHate  all  the  transactions. 

In  King  Viall  v.  Howell  (m)  this  principle  was 
applied  to  a  case  where  a  client  employed  the 
authorised  clerk  of  a  firm  of  jobbers  to  give  instruc- 
tions on  his  behalf  to  his  brokers;  and  the  brokers 
purchased  shares  for  the  client  from  that  firm  of 
jobbers.  It  was  held  that  the  brokers  were  not  en- 
titled to  either  indemnity  or  commission  from  the  client. 

A  broker,  however,  does  not  infringe  this  rule  by 
ao'reeins-  with  his  client  that  he  shall  retain  as  his 
remuneration  any  excess  over  a  stipulated  amount 
realised  by  him  on  the  sale  of  his  client't^  securities  (?i). 

2.   To  act  diligently  for  his  principal  and  solely  in    hi» 
interest :— • 
One  who  employs  a  broker  is  entitled  to  expect  the 
exercise,  in  his  interest,  of  the  skill    and    judgment 

(m)  27  T.  L.  R.  114.  (n)  Piatt  v.  Rowe  26  T.  L.  R.  49. 
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possessed  by  the  broker,   to  the  same  extent  us  the 
broker  would  exercise  thi'rn  wore  he  acting  m  his  own 
business.     Therefore,  the  broker  may  not,  without  mak-  fy^^'^.g^^.'^^"' 
ing   full  tiiscdusure,  act  for  both  vendor  and  purchaser  andpurcliikser 

!•        •     •        1     •  11-1  without 

at  the  same  time;  for  it  is  obvious  that  his  duty  to  j^igciyBi^j,.. 

one  client  is  to  obtain  the  highest  price  possible,  while 
Ills  duty  to  the  other  is  (juite  inconsistent,  namely,  to 
obtain  the  securities  required  at  the  lowest  price 
possible  [()).  By  Rule  82,  a  broker  is  bound,  where 
he  is  acting  for  both  buyer  and  seller  {p),  to  disclose 
the  fact  upon  the  face  of  his  contract  note  ;  but  this 
does  not  in  any  way  affect  the  principle  above  enun- 
ciated. A  client  vvh6  received  such  a  contract  note 
could  repudiate  the  transaction;  but  unless  he  did  so 
at  once  he" would  probably  be  held  bound,  on  the 
ground  that  full  disclosure  had  been  made. 

A  broker  must  deal  for  his  client  at  the  best  prices 
that  he  can  obtain. 

He  is  under  no  obligation  to  give  advice  t<^  his  client, 
but,  if  he  consent  to  do  so,  it  must  be  the  best  he  can 
give,  looking  solely  to  that  client's  interest,  and  must, 
of  coui-se,  be  given  honestly. 

He  must  not  dral  on  lii>>  client's  behalf  with  a  person 
he  knows  to  be  insolvent,  or  as  to  whose  ability  to 
carry  out  his  bargains  he  has  any  doubt ;  but,  probably, 
he  di>es  not  owe  any  duty  to  his  client  to  enquire  into 
the  solvency  of  the  members  of  the  Stock  Exchange, 
with  whom  he  is  about  to  deal :  to  do  so  in  every  case 
wouM  render  the  business  of  a  broker  almost  impossible 
to  conduct,  for  prices  change  quickly,  and  bargains 

(o)  McDevitt  v.  Conolly,    1-5  (p)  In  .such  a  case  the  bro- 

L.  R.  Ir.  500.  ker    may    only    charge    one 

commisBion,  Enle.  82. 
S.  E.  8 


credere  agont. 
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must  be  quickly  effected,  and  there  would  certainly  be 
no  time  for  sucb  enquiries  to  be  made. 

Not  a  del  Ifc  has  often  been  said,  partly,    no    doubt,    for    this 

reason,  that  a  broker  should  be  considered  a  del  credere 
agent,  that  is  to  say,  that  he  should  be  held  personally 
responsible  to  his  client,  in  the  event  of  the  person 
with  whom  he  lias  made  a  bargain  for  his  client 
failing  to  carry  it  out.  That  this  would  be  desirable 
from  the  point  of  view  of  the  public  there  can  be  little 
doubt;  for  they  know  nothing  of  the  members  with 
whom  their  bargains  are  made,  and  the  person  to  whose 
position  they  look  is  the  broker  employed  by  them. 
Whether  the  broker  was,  or  was  not,  a  del  credere 
agent,  had  until  recently  been  regarded  as.  a  doubtful 
point,  especially  when  he  did  not  on  his  contract  note 
disclose  the  name  of  the  jobber  with  whom  he  had 
dealt.  Apart  from  custom  or  agreement,  an  agent  is 
not  a  del  credere  agent,  but  if  there  were  a  well-estab- 
lished custom  on  the  Stock  Exchange  that  a  broker 
should  be  so  responsible,  he  would  be  held  to  be  a  del 
credere  agent.  Some  years  ago  the  point  came  before 
the  Courts  {q^,  and  a  jury  disagreed  as  to  whether  such 
custom  existed,  and,  it  is  reported,  eleven  of  the  jury 
were  for  finding  the  custom  proved,  and  one  against. 

Shepherd.  Eecently,  however,  an  attempt  to  prove  such  a  custom 
failed  entirely,  and  it  may  now  be  considered  as  prac- 
tically settled  that  no  surh  custom  exists,  and  that, 
consequently,  a  broker  is  not  a  del  credere  agent  (r). 
As  a  matter  of  business,  brokers,  when  members  with 
whom  they  have  dealt  are  declared  defaulters,  often 
make  good  any  loss  to  their  clients  ;  but  this  can  only 
be  regarded  as  a  concession  on  their  part,  which  they 

(2)   Wildey  v.  Stephenson,  (r)    Gill  v.  Shepherd,  8  Com. 

1  C.  &  E.  3.  Gas.  48. 


Oill  V. 
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are  under  no  obHjj^atioii  to  make.  Slii^ht  evidence 
would  probably  be  held  sufficient  to  prove,  as  between 
a  particular  client  and  his  broker,  that  the  broker  had 
agreed  to  be  a  del  credere  agent,  as,  for  instance,  if 
the  broker  had  justified  a  high  rate  of  commission 
charged  by  him,  by  referring  to  the  risk  he  thus  ran, 
or  made  use  of  any  expressions  from  which  it  coald  be 
inferred  that  he  held  himself  out  as  so  responsible. 

3.   To  act  according  to  Jiis  mandate  : —  3.  To  act 

according  to 

The  mandate  of  an  agent  is  contained  in  his  instruc-  ^'^  mandate. i 
tions,  e.vpress  or  implied;  the  express  depending  on 
the  actnal  orders  iriven  and  accepted,  it  being  open  to 
the  principal  and  agent  to  make  any  terms,  or  give 
and  accept  any  orders  they  may  think  fit ;  the  implied, 
depending  on  the  special  circumstances  of  the  case, 
and  on  general  principles. 

The  main  duties  of  a  broker  under  this  head  may 
be  conveniently  subdivided  into  three  ; — 

(a)  To  cam/  out  his  instructions  : —  ^^\1^  '^^^'^ 

^  ''  out  inBtruo- 

This,  of  course,    is  the  duty  of   every  agent    who  "°°^' 
accepts  instructions.     Whether  what  a  broker  does  is 
in  accordance  with  his  instructions  will  generally  be  a 
question  of  fact.     So  where  a  broker  is  instructed  to 
buy  certain  shares,  and  it  can  be  shown  that  there  are 

,       ,  .  .  ,  ,      ,  Purchase  of 

no  such  shares  m  existence,  but  only  letters  of  allot-  letters  of 
ment,  such  letters  being  commoidy  accepted  in  lieu  of  ^n  ^te^d  of 
shares,  it  is  open  to  a  jury  to  find  that  a  broker  has  shares; 
carried  out  his  instructions  by  obtaining  for  a  client 
such  letters  of  allotment  (.?).     So  also  where  a  broker  -^    ,•        •., 

^  Dealing  witU 

is  instructed  to  deal    in    the  ordinary  course  on  the  London 

Broker  as 
principal. 
(8)  Mitchell  V.  Newhall;  15  M.  &  W.  .308 ;    c.f.    Tempest  v. 

Kilner,  3  C.  B.  249. 
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Stock  Exchange  and  instead  of  so  doing  he  deals  with 

Purchase    of  ^  London  broker  as  a  principal  (t).     Where  the  only 
Becunties  not  r  r       v  /  j 

genuine.  securities  in  existence  turn  out  to  be  not  genuine,  and 
a  broker  buys  such  securities  in  pursuance  of  a  client's 
order  to  buy,  the  question  for  the  jury  is,  not  whether 
the  documents  are  genuine,  but  whether  the  client  has 
got  what  the  broker  contracted  to  buy  for  him  hi). 

(b)  To  make    (b)    To  make  enforceable  bargains  for  his  principal  : — 
bargains.  -^  stock- broker,  like  all  agents  who  buy  or  sell  for 

Privity.  principals,    is    employed    to    bring  his  principal  into 

contractual  relationship  with  third  persons.  He  is 
contracting  on  behalf  of  his  client,  and  does  not  per- 
form his  duty  unless  he  obtains  for  his  client  a  contract 
which  his  client  can  enforce,  if  necessary,  in  the  Courts 
of  Law(w;).  He  has,  in  other  words,  to  establish 
privity  between  his  client  and  another,  and,  in  order 
to  effect  this,  the  contract  handed  to  the  client  must 
be  identical  in  price,  date,  and  terms,  except  those  re- 
latmg  to  his  own  commission,  with  that  which  he  has 
made.  Otherwise  the  third  party,  if  sued,  can  say, 
"  Show  me  the  contract  under  which  you  claim,^'  and, 
on  the  client  producing  one  with,  for  instance,  a  price 
differing  from  that  at  which  the  broker  effected  the 
bargains  with  the  third  party,  can  say,  "I  have  no 
contract  on  those  terms."  So  in  Btange  v.  Loicitz  {x), 
the  broker,  having  iu  his  contract  note  to  his  principal 
added  to  the  price  he  was  charged  by  the  third  party, 
there  was  in  existence  no  contract  under  which  his 
client  could  have  sued  the  third  party,  and  the  broker 


Stange  v. 
Lowitz, 


(t)    Johnson     v.    Kearley, 
[1908]  2  K.  B.  514. 

(it)  Lamert  v.  Heath,   15  M. 
&  W.  486. 


{w)  Coates  V.  Pacey,  8  T.  L. 
R.  474. 
(a)  14  T.  L.  R.  468. 
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having  establiiihed  no  privity,  was  entitled  to  no  indem-  ^'ichoUon  y. 
nity.  So  in  Nicfiolson  v.  Mansfield  [y),  Bigliam,  J., 
i?aid :  "  1  do  wish  that  gentlemen,  who  carry  on 
business  on  the  Stock  Exchange,  or  outside  the  Stock 
Exchange,  would  remember  that  ir  is  absolutely 
essential,  when  they  make  a  bargain  for  their  clients, 
that  they  should  make  an  exactly  corresponding  bar- 
gain with  some  person  either  on  the  Stock  Exchange, 
or  elsewhere ;  otherwise  they  are  certain  to  get  into 
trouble." 

To  this  rule  must  :dso  be  referred  the  class  of  cases  Robinson  v. 
following  the  principle  laid  down  in  Bohinson  v. 
MoIIeft  (2).  That  was  a  case  where  a  broker  had  re- 
ceived an  order  to  buy  for  a  client  fifty  tons  of  tallow; 
and,  i'jstead  of  buying  it,  had  appropriated  to  the 
client  tifty  tons,  at  the  market  price,  out  of  a  larger 
parcel  which  he  had  bonglit  in  his  own  name.  It 
was  decided  that  he  had  not  performed  his  duty,  and 
could  not  maintain  an  action  on  the  client's  refusing 
to  accept  delivery ;  for  he  had  not  provided  the 
client  with  a  contract  on  which  he  could  sue  a  third 
party,  and  had  not  established  the  necessary  privity 
between  his  client  and  another.  So,  in  Stock  Ex- 
change dealings,  the  question  has  arisen  whether  a  "  l-nmping." 
broker,  receiving  orders  to  buy,  or  sell,  the  same 
securities  for  various  clients  may,  as  it  is  called,  lump 
the  orders,  that  is,  make  one  bargain  with  a  third 
person  for  the  whole  amount,  and  then  subdivide  that 
bargain  among  his  clients.  The  question  is  whether 
he  thereby  provides  his  clients  with  eniorceable  bar- 
gains, and  establishes  privity  between  each  client  and 
the  third  person.     That    this    course  might   well    be 

(r/)  17  T.  L.  R.  259.  also  Bosiocl-  v.  Jardine,  3  H.  & 

(£)  L.  R.  7  H.  L.  802  ;  see         C.  700  ;  34  L.  J.  Ex.  142. 
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advantageous  to  his  clients  cannot  be  doubted,  for  it 
might  happen  that  he  could  get  a  better  price  quoted 
for  a  large  number,  than  by  dealing  in  small  lots. 
Further,  the  question  might  arise,  which  client's- 
bargain  he  ought  to  effect  first,  for  the  price  may 
easily  vary,  and  in  fact  the  first  bargain  he  makes 
may  well  cause  it  to  vary,  and  so  the  interest  of  those 
clients  who  are  postponed  may  suffer.  Nevertheless,. 
apart  from  custom,  on  the  decisions  in  the  Courts,  if 
the  broker  acts  in  this  manner,  and  lumps  the  orders, 
he  has  not  established  privity  for  any  of  his  clients, 
for  no  client  has  a  contract  corresponding  in  amount 
with   the   contract  the   third  party   has   entered  into. 

Jfai/v  Angeli.  The  point  was  raised  in  3Iay  v.  Angeli  (a),  and  the 
Court  of  Appeal  held  that  in  such  a  case  no  privity 
had  been  established,  and  that  they  were  bound  by 
the  decision  of  Robinson  v.  Mollet.  In  the  House  of 
Lords  (b),  the  decision  of  the  Court  of  Appeal  was 
reversed  on  other  grounds,  and  no  decision  was  given 
on  this  point,  though  expressions  were  made  use  of 
suggesting  that  their  lordships  agreed  with  the  Court 

^^^hl7^  ^'  ^^  -Appeal.  The  point  arose  again  in  Beckhusen  v. 
Hamhlet  (c)  ;  where  some  evidence  was  given  that  a 

(a)  13  T.  L.  R.  068.  amongst  his  clients  at  the 
(&)  1-i  T,  L.  R.  651.  average  price.  It  would  seem 
(c)  [1900]  2  Q.  B.  18  ;  see  doubtful  Avhether  if  this  were 
also  the  Scotch  case,  Maffett  done,  notwithstanding  the 
v.  Stewart,  Court  of  Sessions  custom  hereafter  referred  to. 
Cases  (4th  Series),  xiv.  506,  the  broker,  in  the  absence  of 
where  it  was  held  that  as  no  some  definite  appropriation: 
custom  had  been  averred  or  of  some  particular  purchase 
proved,  the  broker  who  had  to  each  client,  would  be  en- 
lumped  orders  could  not  re-  titled  to  an  indemnity,  for  the 
cover.  In  that  case  the  broker  client  would  seem  to  have  no 
had  made  various  bargains  at  enforceable  contract  with  a 
different  prices,  put  them  all  third  person, 
together,   and   divided  them 


THE  DUTIES  OP  A  BKOKEK.  119 

custom  existed  by  whicli,  wlioii  such  lumpini^  was 
resorted  to,  privity  was  cstiiblished ;  bat  Kennedy,  J., 
held  that  no  j)rivity  was  created  under  such  circum- 
stances, and  that  no  custom  had  been  proved  which 
wouUl  create  such  privity.  This  case  went  to  the 
Court  of  Appeal,  and  on  this  point  that  Court  held 
that  the  evidence  of  custom  did  not  go  far  enough,  and 
while  dismissing  the  appeal,  intimated  that  the  sug- 
gested custom  rtight  well  exist  and  be  capable  of 
proof  {d).  All  these  cases  seem  to  have  gone  on  the 
assumption  that  Robinson  v.  Mollett  decided  that  no 
privity  was  created  by  buying  in  one  block  for 
several  clients.  It  is,  however-,  to  be  noticed  that  in 
that  case  the  broker  had  himself  sold  more  tallow 
than  he  had  bought,  and  had  therefore  on  balance  to 
deliver  to  the  market,  and  not  to  receive,  and  there 
was  absolutely  no  one  with  whom  it  could  be  suggested 
that  he  had  made  an  enforceable  contract  on  his 
client's  behalf.  He  had  bought  a  large  quantity  of 
tallow,  not  in  pursuance  of  orders  from  clients  at  all, 
but,  as  was  found  as  a  fact,  on  his  own  behalf,  and 
without  any  re:il  relation  between  his  clients'  orders 
and  his  purcliases  ^e). 

More  recently  the  question  was   directly   raised   in  Custom  to 
Scott  V.  Godfrey  (/),  and  evidence  was  given  by   the  eBtabliehed. 
Official  Assignee,  the  Chairman,  and  Deputy  Chairman  ^'^°**  ^• 
of  the  Committee  that,  if  a  broker  was  instructed  by 
several  clients  to  buy   the  same  kind  of  security,   it 

(d)  [1901]  2  K.  B.  Z-*^  ;  seo  ing"  distinguished  Robinson 
also  the  Scotch  case,  Maffeif  v.  AToZ/e/i,  and  gave  the  broker 
V.  Stewart,  Court  of  Sessions.  a?i  indemniry.  This  oase 
Cases  (4tli  Series),  xiv.  •'>06.  does  not   seem    to  liave   been 

(e)  See  in  re  Rogers,  15  Ch,  quoted  in  Beckhusea  v.  Hamh- 
D.  207,   where   the    Court  of  let. 

Appeal  in  a  case  of  "  lump-  (/)  [1901]  2  K.  B.  726. 
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Appropria- 
tion where 
broker  has 
"lumped" 
clients' 
bargains. 


was  the  custom  to  enter  into  one  contract  with  a  job- 
ber, and  the  jobber  was  bound  to  recognise  the  fact 
that  the  broker  was,  or  might  be,  acting  for  separate 
clients,  and  was  bound  to  carry  out  his  contract  with 
each  of  the  broker's  clients.  The  jury  found  this 
custom  proved  in  its  entirety,  and  Bigham,  J.,  there- 
upon held  that  the  custom  was  good,  and  that  privity 
had  been  established,  and  that  therefore  the  jobber 
could  sue,  or  be  sued  by,  any  of  the  clients.  The  jury 
also  found  that  tiie  custom  included  a  case  where  a 
broker  "  lamped"  in  this  way  his  client's  orders  with 
his  own  private  dealings,  and  that  was  also  held  to  be 
good.  It  may  therefore  be  now  considered  as  estab- 
lished that  "lumping"  is  permissible  (g). 

In  adopting  this  practice  of  lumping  bargains, 
whether  original  purchases  or  sales,  or  continuations 
of  former  bargains,  the  broker  must  take, care  to  ap- 
propriate to  each  client  his  number  out  of  the  block. 
Strictly  speaking,  this  appropriation  takes  place  in 
the  broker's  mind  when  he  makes  the  bargains  [h)  ; 
but  disputes  genei'ally  arise  some  time  afterwards,  and 
it  would  be  impossible  for  a  broker  to  carrj'  all  these 
details  in  his  head,  and  therefore  the  prudent  course 
to  pursue  is  to  appropriate  at  once  in  the  jobbing 
book.  The  names  of  the  various  clients,  and  the 
amounts  in  which  each  is  desirous  of  dealing,  are  en- 
tered in  the  broker's  jobbing  book,  before  he  goes 
into  the  Stock  Exchange  to  deal,  and  a  sufficient 
appropriation  can  be  made,  when  a  bargain  is  effected 
with  a  jobber  to  cover  the  dealings  of  several  clients, 
by  w-riting  the   jobber's  name  against   those  of  those 


(,9)  Consolidated   Goldfields 
V.  Spiegel  100  L.  T.  351. 

(h)  Levittv.Hamblet,  [1901] 


2  K.  B.  53,  per  Collins,  L.  J., 
at  p.  67. 
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clients    amonirst    whom     the     hiirgaiu    with    him     is 
intended  to  be  subdivided. 

A  broker  instructed  to  buy  or  sell  need  not  do  the  Privity 

•^  ,  cifutcd  when 

whole  bargain  with   the  same  third  person,  out  may  i^^rtridn  sub- 

'subdivide  it,,  and  tlius  make  i)rivity  between  his  client  ^^'J^^}^^^  ^^ 

and  each  of  tlie  persons  with  whom  he  deals  (ij. 

Another  question  to  be  considered  under  this    rule  With  whom 

111  -Till       broker  may 

is,    with   whom    this    entorceable  bargain   slioulcl    be  deal. 
made  by  the    broker,  that  is,  with  whom  he    is    to 
establish  privity  for  his  principal. 

If  a  broker  receives  instructions  to  buy  or  sell  sccuri-  ^'^^^^^^^^^ 
ties,  and  nothing  is  said  as  to  the  persons  with  whom  he  u.emberB. 
is  to  deal,  it  is  his  duty,  apart  from  special  circum- 
stances, to  deal  with  a  member  of  the  Stock  Exchange. 
In  some  cases,  however,  a  broker  can  get  better  terms 
for  his  client  by  dealing  privately  with  some  person 
or  firm  not  belonging  to  the  Stock  Exchange,  such  as 
one  of  tlie  large  financial  houses,  and  in  such  a  case  it 
is  permissible  for  him  to  deal  with  a  non-member.  But 
he  must  notifiy  upon  his  contract  note  the  fact  that 
he  has  adopted  this  course  and  is  not  allowed  to 
charge  the  non-member  with  commission  {k). 

Not  only  must  a  broker  make  an  enforceable  bargain  Must  keep 
wilh  a  third  party,  but  he  must  keep  the  bargain  open,  i,')^r'^^^^^.ient.'^^ 
and  the  liability  of  the  third  party  alive.  So,  where  a 
broker  bou*hr  from  a  jobber  for  a  client,  and  next  day 
resold  to  the  jobber  the  same  securities,  and  on  account 
day  treated  the  bargains  with  the  jobber  as  cancelling 
each  other,  but  nevertheless  purported  to  carry-over  his 
clieut's  bargain,  it  was  held  that  he  could  not  reco/er 
differences  from  his  client,  as  there  was  no  third  party 
with  whom  the  client  had  an  enforceable  bargain 
open  J). 

(i)  Levitt  V.  Hamblet,  [l!»01]         (/)  Skelton  v.  Wood,  71  L.T. 
2  K.  B.  53,  at  p.  71.  616  ;  15  11.  130. 

(k)  Rule  83. 
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Bargain  must 
be  enforce- 
able at  law. 
Leeman's 

Act. 


The  broker's  dutv  is  to  make  au  enforceable  barsrain 
and  not  to  obtain  a  mere  honourable  understanding  of 
a  member  of  fcbe  Stock  Exchange  {m) ;  and,  therefore, 
unless  authorised  expressly  or  by  implication,  the 
broker  is  entitled  to  no  indemnity  when  he  has  made 
a  contract  void  under  Leeman's  Act,  but  as  between 
members  enforceable  on  the  Stock  Exchange,  owing 
to  the  custom  to  disregard  that  Act  («). 


(c)  To  deal     (c)  To  deal   according  to   the  rules  and  Giistoms  of  the 

rules  and  StocJc  Exchange  : — 

Where  an  agent  is  employed  to  deal  for  a  principal 
in  a  particular  market,  he  has  authority  to  deal  accord- 
ing to  the  rules  and  customs  of  that  market.     The  rule 

Chapman  v.    -^^as  thus  stated  by  Will es,  J.,  in  Chapman  v.  Shephard  : 
Shephard.  ,  -^  .      .      ,        ,  f 

"  It  is  familiar  law  that  a  principal,  who  employs  an 

agent   to    purchase  goods     for    him     in  a  particular 

market,  is  to  be  taken  to  be  cognisant  of,  and  is  bound 

by,  the  rules  which  regulate  dealings  therein ;  and  the 

agent  is  entitled  to  be  indemnified  by  his  principal  for 

all  he  does  in  accordance  with  those  rules"  (o).     So 

also  the  Privy  Council,  in  Forget  v.  Baxter:  "Where  one 

employs  a  broker  to  do  business  on  a  Stock  Exchange 

he  should,  in  the  absence  of  anything  to  show  the 

contrary  be  taken  to  have  employed  the  broker  on  the 

terms  of  the  Stock  Exchange  "  {p).    A  person  instruct 

ing  a  broker  to  deal  on  the  Stock  Exchange  cannot,  as 

far  as  third  parties  are  concerned,  limit  by  private 


Forget  v. 
Baxter. 


(m)  I'erry  v.  Barnett,  14  Q.  (o)  2  C.  P.  228,  at  p.  238. 

B.  D.  467,  per  Grove,  J.  This,  of  course,  is  subject  to 

(n)  Perry  v.  Barnett,  ubi  sup  ;  the  principles,  hereafter  stat- 

Coatea   v.  Pacey,  8   T.  L.  R.  ed,  as  to  what  rules  bind  the 

351,  474.    and    see  post,   p]).  principal. 

125,  269.  ip)  [1900]  A.C.  467,  at  p.  479. 
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instructions  liis  broker's  autliority  to  deal  accoi-ding  to 
the  customs  of  the  tuarket  (cy).  It  follows  also  that 
a  broker  must,  in  the  absence  of  special  instructions, 
deal  in  tlie  ordinary  way.  So  a  client  was  held  not 
bound  to  deliver  stock  which  his  broker  had  sold  on 
credit,  the  usual  practice  as  regards  such  stock  being 
to  sell  for  cash  (r) . 

It  may  bo  jiremised,  in  considering  what  customs  are  WhatouBtomF 
bimling  on  nou-menibers,  that  as  the  enect  oi  tlie  terms  members, 
introduced  by  the  custom  is  tiie  same  as  if  they  were 
written  in  the  contract  {s),  no  rule  or  custom  wull  bind 
any  contracting  party  whicli,  if  actually  set  out  in  the 
contract,  would  be  of  no  effect.     An  instance  of  this 
occurs  in  Crouch  v.  The  Credit   Fancier  (<\  w'here  a  Crowch  r. 
custom  to  treat  certain  debentures  as  negotiable  instru-  Fonder. 
ments  was  held  bad,  as  tliey  did  not  in  fact  come  within 
the  principles  of  law  which  govern  negotiable  instru- 
ments, and  it  was  decided  that  no  custom  could  make 
that  negotiable,  which  by  law  was  not.     Further,  a 
custom,  to  be  binding,  must  not  contradict  the  express 
terms  of  the  contract  {n). 


(5)  Coles  V.  Bristoue,  4-  C'h. 
3. 

(r)  Wiltshiie  v.  tS'tms,  1 
Camp.  258;  10  R.  R.  673. 

(s)  Heyworlh  v.  Knight,  33 
L.J.  C.P.  2P8;  17  C.  B.  N.  S. 
298. 

it)  L.  R.  8  Q.  B.  374.  This 
case  is  no  longer  law,  for  it 
has  been,  in  effect,  overruled 
by  the  House  of  Lords  in 
Goodv:in  v.  Robarts,  1  A.  C. 
476;  see  Bechuanalavd  E.r- 
filoration  Co.  v.  London  Trad- 
ing Bank,  [1898]  2  Q.  B.  tir^. 
The  principle  enunciated  still 


lioldsgoodjbut  itwas  wrongly 
applied  to  the  case,  as  nego- 
tiability can  be  conferred  by 
custom  (see  ante,  p.  43)  ;  and 
it  was,  therefore,  erroneous  to 
hold  that  the  instrument  in 
querstion  was  by  law  not  ne- 
gotiable when,  in  fact,  custom 
made  it  so,  and  there  was 
nothing  in  ilie  document  to 
negative  negotiability  and  so 
make  the  cnstom  inconsistent 
with  the  written  teims. 
( )<)  Oibbon  V.  Young,  8  Taunt. 
olU;  Thfi  Alhambra,  6  P.  D. 
68. 
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Distinction  '^q  j-^Iq  oj.  custom  could  be  relied  on  as  between  the 

between  cus- 
toms to  do     parties  to  a  coutract,  if  its  effect  would  be  to  alter  the 

illegal  and     ^^^  °^  ^^®  land,  by  making  that    valid,    which  is  by 

customs  to     statute  or  common  law  either  illegal  or  void.     When, 

render  valid  .  .  .        . 

that  which  by  howGver,  an  agent  is  seeking  an  indemnity  in  respect 

aw  IS  vol  .  of  bargains  made  according  to  such  custom,  a  distinction 
must  be  drawn  between  customs  which  involve  the 
doing  of  something  illegal  and  those  which  would,  if 
admissible,  have  the  effect  of  rendering  valid  what 
would  otherwise  be  void ;  for  in  the  latter  case  the 
agent  is  entitled  to  an  indemnity  if  the  principal  knew 
of  the  custom,  and  contracted  on  the  basis  of  its 
existence,  while  in  the  former  the  Courts  will  not  assist 
him.     Concerning  a   Stock  Exchange   custom   which 

Ev p.  Grant,  involves  illegality  there  has  been  ijo  case;  but  in  Be 
Plumhly,  Ex.  p.  Grant  (w?\  James,  L.J  ,  in  discussing 
the  rules  under  which,  on  a  default  occurring,  the 
OflBcial  Assignee  forms  and  administers  a  fund  for  the 
benefit  of  creditors,  whilist  hoRling  the  rules  to  be 
binding,  said  that  it  these  rules  ^wei-e  in  any  way  a 
violation  of  the  law  of  bankruptcy,  or  what  is  called  a 
fraud  on  the  law  of  bankruptcy,  they  would  be  utterly 
void  and  of  no  effect  agriinst  the  outside  world.     An 

Leeman's  instance  of  a  CQstom  to  render  valid  Avhat  by  law  is  void 
is  the  custom  on  the  Stock  Exchange  to  deal  in  bank 
shares  without  specifying  the  numbers,  whereas  by 
Leeman's  Act  ,X)  such  contracts  are  void.  Such 
custom  would  not  enable  a  person  to  enforce  a  bargain 
in  bank  shares,  where  the  numbers  had  not  been  speci- 
fied ;  but,  as  will  be  seen,  a  broker,  who  makes  such  a 
contract  for  a  client,  is  entitled  to  an  indemnity,  if  his 
client  knew  of  the  custom,  and  employed  the  broker 
on  the   basis  o£  its  existence^?/)- 

(u-)  13  Ch.  D.  667.  (y)  See  post,  p.  126. 

(«)  30  Vict.  c.  -29,  s.  1, 
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In  tlie  absoiiceof  notice  to  a  non-member,  u  custom, 
to  bind  liim,  must  be  reasonable.  In  rids  respect  a 
distinction  must  be  made  between  the  printed  rules  of 
the  Stock  Exchange  and  the  unwriiten  custoTiis;  for  it 
is  at  lea'^t  open  to  doubt  whether  the  reasonableness  of  a 
})rinted  rule  can  be  taken  into  consideration. 

To  take  first  the  customs.     It  is  clear  law,  that  no  Cnatom  does 
,  .     ,  ,  1  i   •  11       Dot  bind  non- 

custom can  Ijina  a  non-momber,  unless  it  is  reasonaole,  n, ember 

or  actually  broutjht  to  his  notice  (z).  tmiess 

Perhaps  the  best  instances  of  unreasonable  customs  "'.  '^'oui-'iitto 

^  his  ridtice. 

are  those  that  alter  the  intrinsic  character  of  the  con-  rnreasonable 

1  Tji  1T1T.      customs. 

tract,    such    as    that    attempted  tt    be  established  in 

Robiiisoji  v.  Mullett   (o),  allowiii<^   <in  agent,    without  Aiiorir.g 

notice  to  his  client,  to  sell  to  him  his  own  goods,  and  contract. 

that  in  Eamilton  v.  Younq  (h),  allowing  a  broker,  with  Robinson  v. 

^  ^         _   ,  °  Mollett. 

a  right  to  sell  his  client's  securities,  to  take  fchem  over  Uawiiton  v. 

himself  at  market  price;  for  in  both  cases  the  agent    °"  ^" 
departs   from    his    position  of   agent  and   becomes  a 
principal,   himself   contracting  with  his  principal,  in- 
stead or  making  a  contract  for  him. 

A  custom  for  a  London  broker  to  set-off  payments  Custom  for 
due  to  a  country  broker,  acting  on  belialf  of  a  client,  brokeT^to  srt- 
against  the  country  broker's  own  indebtedness  to  the  °*^  fo^^ntrj 

"  ^    "  broker  8 

London  broker,  is  clearly  unreasonable,  and  the  client  client's 

is  not  bound   by  it,  unless  it  is  brought  to  his  notice,  against 

and  he  contracts  to  be  bound  bv  it:  for  it  is  in  effect  tf'°n'^7' 

broker  s  own 
taking  one  man's  money  to  pay  another  iran's  debt  (c).  Iosbbb. 

Another  custom  which  is  clearly  unreasonable  is  that  To  disregard 

referred  to  above,  namely,  to  disregard  Leeman's  Act ;  Act!"*"  ^ 

(z)  Neihon  v.  James,  9  Q.  L.  T.  510 ;  Anderson  v.  Suiher- 

B.  D,  54t).  land,  2  Com.  Cae.  65;  Crossley 

(a)  L.  R.  7  H.  L.  802.  v.  Magniac,  [1893]  1  Cb.  .594  ; 

(b)  7  L.  R.  Ir.  280.  Pearson  v.  Scott,  iv  Ch.  D.  198. 

(c)  Blackburn  v.  Mason,  68 
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Notice. 


Seymou/r  v 
Bridge^ 


Coates  V. 
Pacey. 


Perry  v. 
Barvett. 


for  its  effect  is  to  permit  an  agent  to  make  a  void 
contract  for  his  principal.     Eef erring  to  this  custom 
Grove,  J.,    said :    "  This    usage    wholly    changes    the 
intrinsic  character  of  the  contract,  because  it  substi- 
tutes for  a  valid  contract  a  mere  honourable  engage- 
ment of  members  of  the  Stock  Exchange''   (d).     In 
another  case  (e),  it  is  spoken  of  as  being  both  unreason- 
able and  illegal ;  but  this  latter  word  is  used  uot  to  mean 
that  it  purports  to  do  something  forbidden  by  law,  or 
contrary  to  the  policy  of  the  law,  but  that  it  is  an  attempt 
to  render  valid  that  which  by  law  is  made  void.     There- 
fore a  client,  with  actual  notice  of  such  custom,  must 
indemnify  a  broker  in  respect  of  a  contract  made  by 
him,  although  it  is  void  by  Leetnan's  Act  (/).     What 
am  omits  to  sufficient  notice  is  not  quito  clear.    The  fact 
of  there  having  been  previous  dealings  between  the 
parties  in  unnumbered  shares  was,  in  Seymour  v.  Bridge, 
held  to  be  notice,  and  to  amount  to  an  authority  to  make 
further  contracts  in  the  same  form,  ignorance  of  the 
statute  being  no  excuse  for  not  objecting  before  (gr). 
On  the  other  hand,  in  the  later  case  of  Coates  v.  Pacey, 
on  facts  practically  identical,  a  jury  having  found  that 
the  client  did  not  know  that  the  broker  would  buy 
unnnmbered     shares,    or    take    the    order    to   be    for 
unnumbered  shares,  judgment  was    entered    for   the 
client,  and  this  judgment  was  upheld  by  the  Court  of 
Appeal  (h).  The  Court  of  Appeal  in  Perry  y.  BarneU,{i) 


(d)  Perry  v.  Barnett,  14  Q. 
B.  D,  467;  appi'oved,  15  Q.  B. 
D.  388. 

(e)  Neilson  v.  James,  9  Q. 
B.  D.  546,  per  Brett  and  Cot- 
ton, L.  JJ. 

(/)  Seymour  v.  Bridge,  14  Q. 
B.  D.  460,  following  the  prin- 
ciple  of  Read  v.  J  nderson,  13 


Q.  B.  D.  779  ;  and  see  Coates 
V.  Pacey,  8  T.  L.  E.  351,  474. 
For  a  fuller  discussion  of  these 
cases,  see  post  p.  258  et  seq. 

ig)  14  Q.  B.  D.  460 

(h^  8  T.  L.  K.  476. 

(i)  15  Q.  B.  D.  388,  per 
Bowen,    L.J. 
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while  deciding  against  a  brokeraa  to  tliereasonal)leues3 
of  this  custom,  expreselj  stated  that  they  did  not  over- 
rule Seymour  v.  Bridge,  because  in  that  case  knowledge 
of  the  custom  was  imputed  to  tlie  client;  but  whether, 
from  tlie  facts  there  proved,  such  knowledge  ehould 
have  bron  imputed,  in  view  of  the  decision  in  Coates  v. 
Pacey,  seoms  very  doubtful. 

The  existence  of  a  usage  is  a  question  of  fact  for  the  CuBtom  a 
jury  in  each  case  {k),  but  where  a  usage  has  been  fre-  I'^pt'  "^"^ 
queutly  proved  in  Courts  of  law,  the  Courts  will  take 
judicial  notice  of  it  without  proof,  and  treat  it  as  part 
of  the  Law  Merchant  (/).  To  establish  a  usage  it  is 
necessary  to  prove  its  existence  with  such  certainty,  that 
persons  contracting  oti  the  market  must  be  presumed  to 
know  it  (7/i). 

The  printed  rules  of  the  Stock  Exchange  would  seem,  Rnies— Is 
logically,  ro  stand  on  a  different  footing;   for,  should  a  MeulT'''" 
client  receive^ notice  that  his  contract  is  subject  to  the  material? 
rules  of  the  Stock  Exchange,  as  he  almost  invariably 

(k)  Dent  v.   NicJcalls,  :J0   L.  other  brokers  do  ;  it  does  not 

T-  "^'  matter  whether  or  not  he  hira- 

(Z)  Ex.  p.  Poicell,  1   Ch.  D.  .glf    is   acquainted    with  the 

oOl  ■.Ooodi':inv.R<)barts,L.'R.  rules  by  which    brokers    are 

10  Ex,  346.  governed."   But  it  is  not  clear 

(w)  Nelson  v,  Dahl,  12  Gh.D  wliether    it  was   a  rule  or  a 

568,  per  Jessel  M.R.  at  p,  .^75.  custom  to  which  he  was  re- 

For  instances  of  custom  lield  ferriTig,   and  no  question   of 

to  be  reasonable,  see  Grissell  reasonableness  was   raised) ; 

V.  Bristcv>\  A  C.  P.  36 ;  Hodg-  Bayliffe  v.  Buiierirortli,  1  Ex. 

hinson  v.    Kelly,   6  Ecj.  496;  42.5:  17  L.  J.  Ex.78;  Pollock 

Sutton   V.    Tatliam,  10  A.  &  y.  Stables,  12   Q.  B.  760;  17 

E.     27;    8    L.    J.  Q.    B.  210  L.  J.    Q.    B.   352;    Taylor  v. 

(where    Littledale.    J.,  said  :  Stray,  26  L.  J,  C,  V.  185,  2S7  ; 

"A     person  who  employs     a  2  C.  B.  X.  S,  17  o,  197 ;  Dent 

broker  must  be  supposed  to  v,  Nickalls,  30  L.  T.  644. 
give  him  authority  to  act  as 


128 


THE    STOCK    EXCHANGE    AND    THE    PUBLIC. 


Perry  v. 
Barnett. 


Harker  v. 
JBdwards, 


does,  these  rules  being  easily  ascertained  by  reference 
to  a  printed  book  available  to  all,  it  is  difficuli  to  see 
how  in  law  they  are  less  incorporated  in  the  contract, 
than  if  they  were  set  out  in  full  on  the  contract  note. 
If  they  were  so  set  out,  their  reasonableness  would  be, 
on  general  principles,  immaterial ;  for  if  a  man  choose 
to  enter  into  a  contract  containing  unreasonable  terms, 
the  Courts  will  not  assist  him,  and,  in  fact,  will  not 
even  inquire  into  the  reasonableness  of  those  terms.  It 
has,  however,  been  said,  and  there  is  authority  to  sub- 
port  the  proposition,  that,  unless  actually  known  to  the 
client,  no  rule  will  bind  him  unless  it  is  reasonable. 

So  in  Perry  v,  Barnett  (?»),  Brett,  M.  R.,  referring  to 
the  rules,  that  all  bargains  must  be  fulfilled  according 
to  the  rules  and  usages  of  the  Stock  Exchange,  and  that 
the  Committee  will  not  interfere  with  the  carrying  out 
of  any  contract  unless  there  be  fraud  (o)— which  rules, 
it  was  argued,  meaot  that  all  contracts,  whatever  the 
terms,  must,  in  the  absence  of  fraud,  be  fulfilled — said  : 
"  There  is  a  line  of  demarcation  between  rules  by  which 
such  person  (i.e.,  a  non-member)  is  bound  and  rules  by 
which  he  is  not  bound,  and  the  rules  of  the  Stock 
Excliange  applicable  upon  this  occasion  would  seem  to 
come  within  the  latter.-'''  And  again  :  "  The  rule  h,  as 
a  custom,  unreasonable,  and  the  defendant  is  not  to  be 
taken  to  know  such  rules  merely  because  he  instructed 
the  plaintiff  to  deal  on  the  Stock  Exchange/^  And 
Baggallay,  L. J  ,  said  :  "  The  defendant,  by  giving  in- 
structions to  deal  on  the  Stock  Exchange,  is  only  bound 
by  such  rules  as  were  rea.sonable  or  proper  rules.'^  So 
also  in  HarTcer  v.  Edwards  (p),  the  Court  of  Appeal 
definitely  laid  down  that  a  client  is  only  bound  by  such 


(n)  15  Q.  B.  D.  388. 

(o)  Rules  69,  70,  then  Rules  52,  59. 


(p)  57  L.  J.  Q.  B.  147. 
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rules  as  are  reasonable.     The  rule  in  (piestion  was  that* 
which  makes  the  Coinmittue's  decision  tinal  (q),  and  ifc 
was  decided  that  this  rule  was  not  unreasonable,  and 
therefore  a  broker,  who  had  been  ordered  by  the  Cora- 
niitteo  to  pay,  was  held  entitled  to  be  indemnified  by 
his  client,  the  decision  arrived  at  by  the  Committee  not 
beinj^  contrary  to  natural  justice.     This  was  followed 
by  the  Court  of  Appeal  in  SmitJi,  v.  Reynolds  (r).    There  Smith  v. 
it  was  held   that  a  broker    was  entitled   to    indemnity   '^' 
for  money    he    was    ordered    to    pay   by    the    Com- 
mittee   under    what    is    now    Rule    112    (s),    which 
makes    the    seller    responsible    for     the    genuineness 
and  regularity  of    documents.     It    was    argued    that 
the    rule    was    illegal    and    unreasonable,    but    the 
Court    held    that  it  was    reasonable    and    legal,     and 
Lord  Esiier,  M.  R.,    said  that  if  a  stranger   employ    a 
broker  to  buy  or  sell  in  a  market  which  is  subject  to 
rules,  he  takes  the  consequences  of  what  may  happen 
by    reason   of  the    application    of    the    rules,    if   the 
consequences  are  caused  by  his  instructions  and  are 
the  result  of  carrying  them  out,  provided  the  rules  are 
reasonable.      Furth»'r,    in  Duncan  v.   Hill  it),  Black- Duncan  v. 
burn,  J.,  said  that  a  client   is  bound  by  rules,  unless 
wholly    unreasonable.     It    is  to  be  obseived   that    in 
none  of  these  cases,  except  perhaps  Ferry  v.  Barnett  (w) 
were    the    dicta    on    this    point    necessary    for    the 
decision  of  the  question  before  the  Court,  and  it  does 
not  seem  to  have  been  argued  that  a  rule  is  binding 
whether  reasonable  or  not.     This  view,  however,  has  Benjamin   v. 
been  recently  expressed   by    Kennedy,  J.,   who   said 

(q)  Rule  11.  (u)  It   is  certainly   arguable 

(r)  66  L.  T.  808.  that  it  was  unnecessary  in  this 

(«)  Then  Rule  92.  case  too. 
(/)  L.  R.  8  Ex.  242. 

S.  E.  9 

f 
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that  he  understood  the  law  as  laid  down  in  a  number 
of  cases  to  be,  that,  whereas  the  rules  and  regulations 
of  the  Stock  Exchange  were  binding  on  a  member  of 
the  public  who  instructed  a  broker  to  deal  for  him,  he 
was  not  bound  by  custom,  apart  from  evidence  of 
knowledge,  if  such  custom  was  unreasonable  (to). 
This,  it  is  submitted,  is  the  correct  view.  There  is 
no  real  analogy  with  the  case  of  custom ;  for  custom 
is  necessarily  difficult  to  ascertain,  and  the  law  will 
not,  by  reason  only  of  the  fact  that  a  man  has  notice 
that  there  are  customs,  hold  him  bound  to  inform 
himself  of  them. 

If  a  loss  is  incurred  owing  to  an  unreasonable 
custom  which  does  not  bind  the  client,  he  is  not 
obliged  to  indemnify  his  broker. 

4.Toftooount.  4.  To  render  full  and  proper  accounts  to  his  principal 
when  required — 
"  It  is  the  first  duty  of  every  agent  to  be  constantly 
ready  with  his  accounts"  (x).  *'It  is  one  of  the  first 
duties  of  an  agent  certainly  to  keep  a  clear  account, 
and  to  communicate  the  contents  of  it  to  his  princi- 
pal"  iy). 

A  broker  must  account  to  his  clieut  by  sending  him 

contract  notes  and  fortnightly  accounts,  showing  how 

he  has  acted  on  the  client's  behalf,  and  the  amount  of 

his  own  charges. 

Client  en-  The   bargains  a  broker   makes  for  a  client  are   his 

titled  to  full  client's  bargains,  and  therefore,  if  the  client  requires  it, 

details.  o  '  •>  1  •» 

he  is  entitled  to  full  details,  including  the  name  of  the 
third  person  with  whom  each  bargain  is  made ;  and 

(«')  Benjamin  v.  Barnett,  8        &  W.  135;  20  E.  K.  258. 
Com.  Cas.  244,  (y)  Chedworth  v.  Edwards, 

{x)  Pearas   v.  Oreen,  1    Jac.      8  Ves.'46. 
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further,  the  entries  in  the  broker's  books  relating  to  tho 
bari^ains  with  such  third  person  are  the  client's  entries, 
and  he  is  entitled  at  reasonable  times  to  inspect 
them,  and  provide  himsflf  with  copies  For  this  rea- 
son, in  an  action  between  a  brisker  and  his  client  the  Onlinnryralea 
,,.,.,.  ,  .19  to  discovery 

ordinary  rules   as  to  the   time   tor  discovery   do   not  do  not  apply. 

apply.  So  in  a  case  where  a  client  alleged  fraud 
against  his  broker,  he  sought,  witli  the  object  of  sub- 
stantiating the  fraud,  to  interrogate  the  broker  as  to 
the  names  of  the  persons  with  whom  he  had  dealt,  and 
the  amounts  paid,  and  this  was  allowed,  although  the 
application  was  made  before  the  time  when,  in  an 
ordinary  action,  interrogatorief?  were  permissible, 
Bowen,  L.  J.,  saying,  "  The  plaintiff's  rights  to  dis- 
covery arise  not  out  of  fraud,  but  out  of  the  relation 
between  principal  and  agent"  (z).  And,  indeed,  if  a 
broker  refuses  to  state  the  names  of  the  persons  with 
whom  he  has  dealt,  or  to  disclose  the  entries  in  his 
books  relating  to  his  client's  bargains,  he  can  be  com- 
pelled to  do  so  by  an  action,  without  it  being  alleged 
against  him  that  anything  is  due  from  him  to  the 
client,  or  any  other  complaint  being  made,  or  cause 
of  action  being  shown  to  exist.  So  in  Makepeace  v.  iinkeveace  r. 
Rogers  {a),  Knight  Bruce,  L.  J.,  said,  "  The  bill  prays  ^o?*"- 
for  an  account  against  an  agent,  and  this  is  alone 
sufficient  to  sustain  a  bill."  Where  an  action  was  jJitchcock  r. 
brought  against  a  stockbroker  to  enforce  such  pro-  ^^of^fon. 
duction,  and  an  application  was  made  to  strike  out  the 
statement  of  claim  as  disclosing  no  cause  of  action,  the 
Court  of  Appeal  held  that  there  was  a  good  cause  of 
action,  and  put  an  end  to  the  matter  by  a<ljourning 
the  case  for  the  broker's  books  and  other  documents 


(e)  Leitch  v.  Abbott,  31  Ch.         (a)   34  L.  J.  Ch.  396  ;  4  De 
D.  374.  G.  J.  &  S.  649. 
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to  be  produced  {h).  The  principal  has  a  general 
right  to  the  production  ol:  his  documents  which  are 
in  his  agent^s  hands  to  any  person  appointed  by  him, 
but  he  cannot  insist  on  this  production  to  an  improper 
person  (c).  So,  when  an  action  is  brought  solely  for 
the  purpose  of  obtaining  production  of  such  docu- 
ments, it  will  be  refused  if  the  person  appointed  to 
inspect  is  a  trade  rival  of  the  agent  {d). 


Sect.  II.— A  BROKER'S  INDEMNITY  AND 
REMUNERATION. 

A  broker,  acting  in  accordance  with  the  foregoing 
principles,  is  entitled  to  charge  for  his  services 
a  reasonable  commission  (e),  and  is  farther  entitled 
to  a  full  indemnity  from  his  client  against  all  loss 
or  liability  incurred  by  reason  of  his  having  entered 
into  any  contract  for  the  client,  provided  such  loss 
or  liability  is  not  incurred  through  bis  own  default  (/}  ; 
for,  to  establish  an  obligation  to  indemnify,  the 
agency  must  be  the  cause,  and  not  merely  the 
occasion  of  the  loss  (g).  As,  by  the  Rules  of  the 
Stock  Exchange,  the  broker  has  to  make  himself 
personally  responsible  to  the  members  with  wliom  he 
deals,  whether  he  be  acting  for  a   client  or  not,  the 

(b)  Hitchcock  v.  Highion,  (e)  What  is  reasonable  de- 
heard  in  Court  of  Appeal  in  pends  on  the  rate  generally 
May,  1900,  but  unreported.  charged  on  similar  securities. 

(c)  Sevan  v.  Webb,  [1901]  2  see  post  p.  143. 

Ch.  69.  (/)  Duncan  v.  Hill,  L.  R.  8 

d)  Dadsivell  v.    Jacobt,  34         Ex.  242 ;  see  post,  p.  21 8. 
Ch.  D.  278.  (g)  Story  on  Agency,  s.  341» 
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iudemnity   will    exti'iid    to    :ill    liabilities   incurred  by 
reason  of  this  personal  responsibility  (h). 

The  client  may  dispute  tlie  broker's  liability  to  the  Broker  pay- 
jobber,  or  other  contracting  party,  and  if  lie  can  show  bo,,nd  to. 
that  the  brok(^r  has  paid  when  he  was  not  by  law  bound 
to  do  so,  he  can  refuse  to  indemnify  him  (i).  A  broker 
is  entitled  to  no  indemnity  against  expense  incurred  by 
acting  unreasonably,  e.g.,  by  unadvisedly  defending 
proceedings  taken  against  him  {h). 

An  order  for  an  indemnity  in    resj)ect  of  an  antici-  ludemnUj 
pated  liability  may  be  obtained  by  a  broker,  before  he  ^°'  ed"*^*^'" 
lias  been  called  upon  to  pay  anytliing  (l)  ;  but  in  such  lifibility 
case,  if  the  client  wishes  to  dispute  the  broker's  liability 
to  the  jobber  or   other    contracting  party,    the    order 


(/()  SmitJi  V.  Reynold's,  6ti  L. 
T.  808 ;  Bayley  v.  Wilkins,  7 
C.  B.  88ti ;  Sutton  v.  Taihani, 
10  A.  &  E.  -27;  8  L.J.  Q.  B. 
•210;  Youny  V.  Cole, 'S  Bing. 
N.  C.  724;  4  Scott,  489;  Hunt, 
Cor  &  Co.  V.  Chamherlaiu,  12 
T.  L.  R.  18tj,  and  many  other 
cases. 

((')  Benjnmin  v,  Barnett,  8 
Com.  Cas.  244  ;  Bou-lhy  v.  Bell, 
3  C.B.  284;  16  L.  J.  C.  P.  18. 

(k)  Clegcj  v.  Tou-nahend,  16 
L.T.  180.  For  other  instances 
Avhcii  indemnity  lias  been  re- 
fused, see  Bowlhy  v.  Bell,  16 
L,  .1.  C.  P.  18;  .•?  C.  B.  284 
(broker  paying  a  loss  claimed 
on  an  unwarranted  buying- 
in);  Benjamin  v.  Barnett,  uhi 
tup.  (broker  paying  when 
tender  of  transfer  was  out  of 


time);  Duncan  v.  Hill,  L.  R. 
8  Ex.  242  (loss  occasioned  by 
broker's  own  default)  ;  in  re 
London  and  Hamburg  Ex- 
change,  Zulueta's  Claim,  5  Ch. 
444  (broker  acting  for  a 
company,  which  was  acting 
ultra  vires  in  buying  its  own 
sharep).  But  a  company  may 
paj'  a  reasonal)le  commission 
or  brokerjige  for  placing  its 
own  shares.  Metropolitan  Coal 
Consumers' Assocn.v.  Scrimge- 
our,  [18Po]  2  Q.B.  604,  and  see 
Buckley  (Pth  Ed.),  p.2ir,.  As  to 
commission  on  underwriting* 
see  Companies  Consolidation 
Act,  1P08,  s.  ^9,  and  see  Hilder 
V.  Dexter,  [1902]  A.  C.  474. 

(?)  Wolmerhatiseny.  Oullick' 
[1893]  2  Ch.  514;  and  see 
post,  p.  21'">. 
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should^  it  is  submitted,  include  liberty  to  the  client  to 
defend  any  proceedings  taken  against  the  broker  by 
the  other  contracting  party. 

Negligence.  -^  ^if'^i  who  employs  and  pays  a  broker  is  entitled  to 
receive  the  benefit  of  the  exercise  of  such  skill  as  other 
persons  exercising  the  same  prof  ession^  and  beiug  men 
of  experience  and  skill,  possess  (w).  If  the  broker  does^ 
not  exercise  such  skill,  and  the  client  suffers  loss  in 
consequence,  the  client  can  recover  such  loss  in  an 
action  for  negligence  against  the  broker  {n);  and 
it  is  no  defence  for  the  broker  to  say  that  he  exercised 
such  skill  as  he  possessed,  for,  by  acting  as  a  broker,, 
he  holds  himself  out  as  a  person  possessed  of  the 
amount  of  skill  usual  amongst  experienced  j)ersons  of 
that  profession. 


InstructionB 
to  broker. 


Eohimon  v. 
^ollett. 


I^'.Sect.— m.—FORMATlOK    OF  CONTEACT. 

The  authority  of  a  broker  is  contained  in  the  instruc- 
tions he  receives  from  his  client;  and  the  extent  of  hi& 
authority  must  depend  on  those  instructions.  Where 
the  instructions  are  not  expressly  limited,  the  broker 
has,  by  implication  of  law,  authority  to  make  a  contract 
in  the  usual  course  of  Stock  Exchange  dealings,  and 
therefore  subject  to  all  the  incidents  of  such  dealings- 

"  No  doubt,^^  said  Lord  Chelmsford  in  Robinson  v. 
Mollett  (o),  "  a  person  employing  a  broker  may  engage 
his  services  on  any  terms  he  pleases,  and  if  a  person, 
employs  a  broker  to  transact  for  him  upon  a  market, 
with  the  usages  of  which  the  principal  is  unacquainted. 


(m)  Ghapman  v.  Walton,  J  0 
Bing.  57. 

(n)  Neilson  v.  James,  9  Q. 
B.  D.  546;  see  also  Lamert  v. 
Eeath,  15  M.  &  W.  486.    Such 


action  for  negligence  can  be- 
framed  either  in  contract  or 
tort:  Broivn  v.  Boorman,  11 
CI.  &  F.  1. 

(o)  L.  R.  7  H.  L.  at  p.  8.36. 
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lie  gives  authority  to  the  broker  to  make  contracts  upon 
the  footing  of  such  usages,  provided  they  are  such  as 
roguhite  the  mode  of  performing  the  contracts,  and  do 
not  change  their  intrinsic  character.  "  In  the  same 
case  Baron  Cleasby  enunciated  the  rule  as  to  the 
authority  of  a  broker  thus  :  "  By  employing  a  broker 
who  acts  upon  a  particular  market  you  nnthorize  him 
to  make  contracts  upon  all  such  terms  as  are  usual 
upon  the  market ;  otherwise  his  hands  would  be  tied, 
and  he  might  not  be  able  to  contract  at  all.  I'here- 
fore,  as  regards  all  such  matters  as  the  time  and  mode 
of  payment,  the  time  and  mode  of  delivery,  the  various 
allowances  to  be  made,  the  mode  of  adjusting  disputes 
as  to  quality,  and  all  such  matters  as  arise  upon  the 
contract  made  in  the  market,  the  principal  would  be 
bound  by  thi^  usages,  but  not,  I  apprehend,  because 
he  must  be  supposed  to  have  made  inquiries  and  to 
have  known  them,  but  because  they  were  within  the 
authority  conferred  upon  the  agent''  (;)). 

The  general  rule  of  agency  is  that  if  an  agent,  acting  Agent  acting 
within  the  apparent    scope   of  his    authority,  in    fact  apparent 
exceeds  his  real  authority,  the  principal  is  bound  by  ""'^®  ° 
what  he  does,  and  must    look  to  the  agent  for  any 
damage  he  suffers;  but  this  rule  is  generally    of  little 
importance    in    Stock  Exchange  dealings,  for  there, 
although  the  jobber  knows  that  a  broker  may  have  a 
client  for  whom  he  is   acting,  nevertheless,  as  by   the 
rules  the  broker  and  jobber  are  inter  ne  principals,  and 
the  jobber  looks  to  the  broker  and  not  to  a  possible 
client  for  fulfilment  of  his  bargain,   the  jobber  could 
not,  except  under  special  circumstances,   say  that   he 
was  dealing  witli  the  broker  on  the  basis  that  he  had 
a  certain  authority  from  a  client. 

ip)  L.  R.  7  H.  L.  at  p.  826. 
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[iistrnctioaB         In  the  event  of  the  instructions  ariven    to  a  broker 
ambigiiouB.      ... 

being  ambiguous,  if  the  broker  bond  fide  adopts  one  of 

the  possible  meanings,  and  acts  upon  it,  his  principal 
cannot  afterwards  repudiate  what  he  has  done  on  the 
ground  that  he  meant  his  instructions  to  convey  some- 
thing else.  It  is  the  principal's  own  fault,  for  he 
should  have  given  clear  and  unambiguous  instruc- 
tions ;  he  is  bound  by  the  contract,  and  the  broker  is 
entitled  to  his  indemnity  and  remuneration  {q). 

By  telegraph.  When  instructions  are  given  by  telegraph,  and  a 
mistake  is  made  by  the  telegraph  officials  in  transmis- 
sion, the  sender  is  not  liable  for  the  consequences; 
for-,  though  the  ielegraph  officials  were  his  agents  to 
transmit  a  message,  they  were  only  his  agents  to  send 
the  message  he  instructed  them  to  send  (r).  A  broker, 
therefore,  acting  upon  telegraphic  instructions  from  a 
client,  which  have  been  erroneously  transmitted,  could 
not  make  the  client  indemnify  him  iu  respect  of  the 
bargain  entered  into. 

A  broker,  accepting  instructions  to  make  a  bargain 
for  a  client,  does  not  undertake  that  he  will  make  the 
bargain  at  all  events,  but  only  that  he  will  use  reason- 
able diligence  to  do  so  (s). 
Instructions  If  a  broker  is  instructed  lo  buy  or  sell  without  any 
price.  '^^  price  being  fixed,  his  duty  is  to  make  the  bargain  at 
once  at  the  best  price  obtainable;  if  a  limit  of  price  is 
given,  his  duty  is  to  make  the  bargain  as  soon  as  that 
price,  or  a  better  price,  can  be    obtained   [t)  ;  but  his 

(gl  Ireland  v.   Livingstone,  [1892]  1  Q.  B.  456. 
L.  R.  5,  H.  L.  416,  per  Lord  (s)  Fletcher  v.  Marshall,  15 

Che]mi<iord  ;  Loring  V,  Davis,  M.  &  W.  755,  per  Parke,  B., 

32  Ch.  D.  625.  at  p.  762. 

(r)  Henkel  v.  Pape,  L.  R.  6.  (t)    Thompson  v.    Meade,  7 

Ex.  7;  see  also  Lilly  \.  Smales,  T.  L.  R,  698. 
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authority,  in  the  absence  of  particular  instructions, 
comes  to  an  end  at  the  next  account-day  (m). 

A  client  can  always  revoke  his  broker's  authority 
before  it  is  acted  upon  ('/). 

A  broker  instructed  to  deal  for  a  client  goes  into  the  Making  the 
House,  and  there  makes  the  bargain  in  exactly  the  '  ^^^^^' 
same  manner  as  if  the  bargain  were  for  himself.  He 
does  not,  as  a  rule,  inform  the  jobber  that  he  is 
acting  for  a  client.  Having  made  the  bargain  the 
broker  makes  the  entries  in  his  books  as  before 
explained  {x). 

A  contract    for  the   purchase   or  sale  of    securities  Writing  wi.en 
.  .   .  .  ...         .        ,,  not  required. 

need  not  be  in  writing,  as  coming  withm  the  Sale  or 

Goods  Act,  1893,  sect.  4,  because  securities  are  not 
"goods,  wares  or  merchandise"  within  the  meaning 
of  that  Act  ((/).  Whether  any  particular  security 
forms  an  interest  in  land  so  as  to  require  that  a  con- 
tract for  the  sale  of  it  should  be  iu  writing  under  the 
Statute  of  Frauds,  sect.  4,  is  a  question  depending  upon 
the  constitution  of  the  body  issuing  the  security  and  the 
nature  of  the  security  itself  (2).  Shares  in  companies 
incorporated  by  Act  of    Parliament  and  owning    land 


((()    Lai-ford  V.  Harris,  12  Spratley,  10  Ex.  •2-22;  24  L.  J. 

'L'.  L.  R.  27">.  Ex.  .Sy.  But  they  are  "  goods  " 

(v:)   Fletcher     v.    Marshall,  xvithiu  R.  S.  C.  1883  O.  L.,  r.  2, 

iihi  sup.  and    may    therefore  be    sold 

(x)  Ante,  pp.  58,  •'iP,  120.  under  that  rule  in  a  pending 

iy)  Or   Statute  of  Fiands,  action.     Evans      v.      Dories, 

29  Cnr.  II,  c. .].  s.  17;  Duncuft  [1893]  2  Ch.  21ti. 

V.     Albrecht,     12    Sim.   189;  (z)   Watson  v.  Spratley,  10 

Br,v:Jhy  V.  Bell,  :^   C.  B.  284;  Ex.  222. 
ItJ  L.  J.    C.  P.  18  ;    Watson  v. 
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are  not  an  interest  in  land  {a).  Nor  are  shares  ia  com- 
panies incorporated  under  the  Companies  Acts  (6). 
or  in  cost  book  raining  companies  (c).  The  same 
is  true  of  mortgage  debentures  in  the  form  given  in 
Schedule  0,  to  the  Companies  Clauses  Act,  1845  (d), 
and  of  Debenture  stock  created  by  a  railway  company 
under  the  Companies  Clauses  Act,  1863,  Part  III  (e). 
Writing  when  But  debentures  issued  by  a  company  incorporated 
under  the  Companies  Acts  charging  its  undertaking 
and  all  its  property  whatsoever  and  wheresoever  where 
the  property  of  the  company  includes  land,  constitufc& 
an  interest  in  land  within  sect.  4  and  require  a  written 
contract  for  their  salei/). 

If  a  broker  choose  to  make  a  contract  in  writing,  and 
on  the  face  of  it  he  appear  as  a  principal,  he  is  person- 
ally responsible  on  such  contract ;  and  it  is  not  open  to 
him  to  show  that  he  was  merely  an  agent,  and  that  the 
other  party  knew  it;  for  this  would  be  adducing  evi- 
dence to  vary  the  written  document  (g). 
Contract  note      A  broker  must,  however,  if  the  security  is  of  the 

must  be  sent        i  <•  e?  t  -,    . 

to  client.  Value  or  oi.  or  upwards,  execute  and  transmit  a  con- 
Stamp  on  ti-act  note  to  his  client,  the  penal tv  for  not  doiusf  so 
contract  note.        _  ^  r  .  & 

being  20Z.  (Ii).     Contract  notes  for  stock  or  marketable 

(a)  Bligh    v.  Brent,     2     Y.      Be  Parker,  [1891]  1  Ch.  682. 
and  C.  268  ;  Bradley  v.  Holds-  (e)  Attree  v.  Eawe,  9  Ch.  D. 
worth,  :j  M.  and  W.  422.  Dun-      337. 

cuft  Y .  Albrecht,  12   Sim.  189  ;  (jt)  Driver,   v .  Broad,  [189'3l 

Sparling   v.  Parker,  9  Beav.  1  Q.  B.  744. 

450;  Hilton  y.  Giraud,  1    De.  (g)  Royal  E.vchange   Assur- 

G.  and  S,  187.  ance    Co.   v.    Moore,   8  L.  T. 

(b)  Companies  Consolida-  242 ;  2  Xew  Eep.  Q.  B.  63 ; 
tion  Ac:t,  1908,  s.  22  (1)  ;  Bui-  t'ollo-vving  Higgins  v.  Senior, 
mer  v.  Norris,  9  C.  B.  N.  S.  8  M.  ct  W.  834,  and  Jones  v. 
19.  Littledale,  6  A.  &  E.  486;  see, 

(c)  Watson  v.  Spratley  ubi  also  Torrington  v.  Lowe,  4  G^ 
sup.  ;    Powell  V.  Jessop.  18  C,  P.  26  (deed). 

B.  336.  {h)  Finance  (1909-10)  Act, 

(d)  Gardener  v.  L.  C,  and  1910,  10  Edw.,  7,  c.  8,  s.  78  (1). 
D.    Ry.  2   Ch.  App.  201  ;  Cf. 
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securities  of  tlie  value  of  51.  and  upwards  must 
hv  stamped  with  an  ad  valorem  stamp (/i-).  The  [)cnalty  PenBltiee. 
for  not  so  stamping  is  20Z.  [1).  If  tlierc  are  several 
kinds  of  security  on  one  contract  note,  it  is  to  be  treated 
for  tlie  })nrpose  of  stivmp  duty  as  if  there  were  a  sepa- 
rate contract  note  for  each  kind  of  security  {m).  The 
stamp  duties  must  be  denoted  by  an  adhesive  stamp 
ap])ropriated  to  a  contract  note  and  effectively  can- 
celk'd  by  the  person  by  whom  the  note  is  executed  by 
writing  on  or  across  the  stamp  his  or  his  firm^s  name  or 
initials,  together  with  the  true  date  of  his  so  writing  (n)- 
Formerly,  if  a  broker  sent  no  contract  note,  he 
was  liable  to  the  penalty,  but  could  claim  commission, 
<.^c.,  as  the  section  of  the  Act,  depriving  him  thereof, 
only  referred  to  the  sending  of  unstamped  contract 
notes  (o);  but  now  if  a  broker  either  sends  no  contract 
note  or  sends  a  contract  note  not  duly  stamped  or 
otherwise  neglects  to  comply  with  the  provisions  of 
Section  78  of  the  Finance  (1909-10)  Act  1910  he  loses 
all  legal  claim  to  any  charge  for  brokerage,  commis- 
sion, or  agency  with  reference  to  the  transaction  in 
question  ^p). 

If  the  broker's  principal  is  himself  an  agent  for  Exemption 
another,  the  contract  note  is  exempt  from  this  duty  /Jt™.^  ^™^ 
provided  the  brokei's  principal  is  a  member  of  a  Stock 
Exchange  in  the  United  Kingdom,  or  a  person  who 
bond  fide  carries  on  the  business  of  a  stock  broker  in 
the  United  Kingdom  and  is  registered  as  such  in  the 
list  of  stock    brokers  kept  by  the  Commissioners   {q). 

(k)  lb.    s.  77  (1),  where  the  [1894]    1    Q.    B.  114.     Stamp 

scale  of  duty  is  set  forth.  Act,  1891,  s.  53  (3). 

(l)  lb.  3.  78  (-2)  (p)  Finance    (1909-10)    Act 

(m)  J6.  s.  77  (4).  U"  10,  a.  78  (4). 

(n)  Ih.  s.  78  (4).  iq)  lb.  s.  77  (3). 
(o)  Learoyd      v.     Bracken, 
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The  broker  is  entitled  to  charge  the  contract  note 
stamp  duty  to  his  client  (r).  Contract  notes  sent  by 
any  person  who,  by  way  of  business,  deals,  or  holds 
himself  out  as  dealing,  as  a  principal  in  any  stock  or 
marketable  securities  advising  the  sale  or  purchase  of 
any  stock  or  marketable  security,  are  subject  to  the 
same  duties  as  brokers  contract  notes  (s). 

Contracts  Other  contract   in   writing-  between   principals  are 

between  _  sr  i 

principals.      uot  contract  notes  within  the  definition  in  the  Act,  but 

they  are  however  agreements,  or  evidence  of  agree- 
ments, and  therefore  must  be  stamped  with  a  sixpenny 
stamp  {t).  Stocks  and  shares  are  not  goods,  wares, 
or  merchandise  [n't,  and  thert'fore  contracts  relating 
thereto  are  not  on  that  ground  exempted  from  the 
last-mentioned  duty  (?r). 

The  obligation  to  make  and  execute  and  to  stamp  a 
contract  note  applies  also  to  contracts  for  options, 
but  are  chargeable  with  only  half  the  duty  cliargeable 
upon  contract  notes  for  sale  or  purchase  unless  a 
double  option  is  given  or  taken,  in  which  case  the 
contract  is  deemed  a  separate  contract  in  respect  of 
each  option  [x]. 

A  contract  note  in  respect  of  a  purchase  or  sale 
made  in  the  exercise  of  an  option  given  or  taken  upon 
a  properly  stamped  contract  note  is,  provided  that  it 
bears  upon  its  face  a  certificate  tliat  it  is  so   made. 


(r)  Finance    (1909-10)   Act  Watson   v.  Sx>railey,    lO  Ex. 

1910,  s.  78  (5).  224  ;  24  L.  J.  Ex.  53 ;  Duncuft 

(s)  Ih.  s.  77  (3).  V.  Albrecht,  12  Sim.  189. 

(t)  Stamp  Act,  1891,  First  (w)  Knight  v.  Barber,  16  L. 

Schedule,  "Agreement."  .T.  Ex.  18 ;  16  M.  &  W.  66. 

(u)  Heseltine  v.    Siggers,    1  (a:)  Finance  (1909-10)  Act, 

Ex.  856;   Bov:lby  v.   Bell,   3  1910,  s.  79  (1). 
C.  B.  284 ;  16,  L.  J.  C.  P.,  18  ; 
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chargeable    witli    only    half    the    duty  with  which  it 

would  otherwise  be  chargeable  [y). 

A  broker's  contract  note  is  usually  in  the  following  i  orm  of 

contract  note, 
torni,  inutatiti  mutandis  : — 

[^Brokir's  address,  and  f?a/e]. 
Bought  (or  sold)  for  and  on  account  ot  A.  B. 

£     8.     d. 
100  Raudfonteins  at  li  .        .        .  300    0    0 

Comniission,  6d 2  10     0 

Stamps  and  fee  (z)      .         •         •         .       0  18     ti 

303     8     6 
For  {date  of  settlement). 

(Signed)     C.  D.  A  Co. 

Members  of  tlie  Stock  Exchange,  London. 
Subject    to    the    Kules    and    Regulations    of    the   Stock 
Exchange. 

The  form  of  a  contract  note  rendered  by  the  broker, 
and  accepted  by  the  client,  is  evidence  of  the  nature 
of  the  instructions  given  to  the  broker,  but  not 
necessarily  conclusive.  Thus,  where  a  contract  note 
was  rendered  and  accepted  in  the  form  "  Bought  for 
you,"  "  5,000  Klerksdorp  Proprietary,"  the  House  of 
Lords  held,  upon  evidence  as  to  conversations,  that 
the  instructions  had  been  to  purchase  an  interest  to 
the  extent  of  5,000  shares  in  a  pool  of  Klerksdorp  Pro- 
prietary shares,  and  that  the  broker,  having  secured 
sueh  an  interest,  was  entitled  to  his  indemnity  (a). 

If  a  broker,  instructed  to  buy  or  sell,  delivers  con- 
tract notes  to  his  client  bearing  the  words,  "  Sold  to  " 
or  "Bought  of,  "  instead  of  "  Bought  for"  or  "  Sold '^"^^^j^l^y^Jgl^j 
for''  thereby  purporting  to  act  as  principal,   and  the<'*'  ' 
client  accepts  such  notes,  a  question  may  arise  whether 

(y)  lb.  .s.  79  (2).  are   not  to  be  taken  up,  the 

(z)  I.e.,  contract  stamp,  1«.      only  charge  under  this  head 

stamp  on  transfer,  lo«  ;  regis-       will  be  Is.  for  contract  stamp. 

tration    fee     payable   to  the  (a)  May  7.  Angeli,  14  T.  L. 

company,  2s.  6d.     If  securities.    R.  551. 
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Where 

commission 

charged. 


Aylward 
Lamotie. 


the  broker  is  to  be  regarded  in  all  respects  as  a 
principal.  It  has  been  held  that  the  mere  fact  of 
rendering  contracts  in  this  form  is  not  sufficient  to 
prevent  a  client,  not  familiar  with  Stock  Exchange 
transactions;  from  maintaining  that  the  relation  be- 
tween him  and  his  broker  is  of  a  fiduciary  character 
(&).  If  commission  is  charged  on  such  contract,  it  is 
clear  that  the  broker  remains  in  a  fiduciary  relation- 
ship. So  where  a  London  broker,  instructed  to  buy, 
sold  his  own  shares  and  rendered  to  a  country  broker  a 
contract  note  "sold  to  "  at  so  much  "  net,"  it  was  held 
that  he  could  not  maintain  an  action  against  the  coun- 
try broker  or  his  client  in  respect  of  the  transactions 
for  the  reason  that,  although  his  contract  note  was  in 
form  a  principal's  note,  the  addition  of  the  word 
"  net "  implying  that  a  commission  was  being  charged 
as  an  addition  to  the  price  instead  of  being  charged 
separately  (c)  showed  that  he  was  really  an  agent  and 
therefore  not  entitled  to  sell  his  own  shares  to  his 
principal  [d).  The  question  is  really  one  of  fact, 
namely,  whether  the  broker  was  instructed  to  act  as 
agent,  and  if  so,  whether  he  has  given  proper  notice 
to  his  client,  which  the  client  has  accepted,  that  he 
has  in  fact  acted  as  principal.  On  this  question  the 
form  of  the  contract  note  would  be  strong,  but  not 
conclusive,  evidence. 

It  is  a  not  uncommon  practice  for  London  brokers 
to  render  to  country  brokers  agents  contracts  at  net 
prices,  that  is  at  prices  which  include  the  London 
broker,  remuneration   charged   at   an  agreed    scale. 


(fe)  Stnck  and  Share  Auction 
Co.  V.  Galmoye,  3  T.  L.  R.  808 ; 
Re  Wreford  {deed.),  Garndch- 
ael  V.  Budkin,  13  T.  L.  R.153. 

(c)  See  as  to  this  Stubbs  v. 
Slater,  [1910]  1  Ch.  632. 


(d)  Aylward  v.  Lamotte,  The 
Financial  News,  June  11th, 
1902 ;  S.  G.,  Court  of  Appeal. 
March  26th,  1903,  iinreported. 
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l)rices,   that  is  at  prices  wliich   include  tlie  London  Johnson  v. 

r     T  1  Keiirloy. 

Itrokers*    remuneration.     Jn   tlio   case   of   Johnson   v. 

Kearley  {e),  it  was  decided  by  the  Court  of  Appeal, 
that  in  cases  where  the  remuneration  which  the 
TjOndon  broker  is  to  inehide  in  the  price  is  by  agree- 
ment between  him  and  the  country  bruker  lett  to  the 
discretion  of  ihe  former,  tlie  country  broker  has 
entered  into  a  contract  which  I'.iffers  completely  from 
the  ordinary  contract  of  brokera^^e  which  is  the 
only  contract  lie  is  anthorised  to  make  with  the 
London  broker,  and  the  London  broker  lias  in  fact 
become  a  principal.  Consequently,  unless  the  client 
has  been  informed  thereof  and  assenteil  thereto,  no 
action  can  be  maintained  against  him  iu  respect  of 
such  a  transaction.  In  Aston  v.  Kelsey  (ee),  however,  Aston  v. 
it  was  recently  hiid  down  that  when  the  arrangement 
between  the  London  broker  and  the  country  broker  is 
that  the  former  shall  charge  an  agreed  or  a  reasonable 
commission  lo  the  country  broker  and  shall  render 
him  contracts  at  net  prices  including  such  commission, 
the  country  broker,  iu  so  acting,  has  established  privity 
between  his  client  and  the  jobbers,  and  is  thfiefore 
entitled  to  an  indemniry,  iihliough  he  Ins  not  informed 
his  client  of  the  aiTfingement. 

The  commission  chargeabe  by  a  broker  may  be 
atjreed  between  liim  and  his  client,  but,  in  the  absence 
of  an  agreement,  must  be  of  a  reasonable  amount : 
what  is  reasonable  depends  on  tlie  rate  generally 
charged  on  similar  securities. 

A  mistake  in  a  CDutract  note  can  subsequently  be  Mistake, 
rectified,  although  the  client  has  acted  upon  the  faith 
of  its  being  correct  (/). 

(e)  [  IW8]  -2  K.  B.  514.  (/)  Daih  v.  Lloijd,  12  Q. 

(ee)  29  T.  L.  R  :>30  ;  followed  in  B.  o31  ;  17  L.  J.  Q.  B.  247. 
Blaker  v.  Hairvs,  20  I'.L.R.  «09. 
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Privity. 


Contract 
prima  facie 
for  comple- 
tion on  ac- 
count day. 


No  obligation 
to  carry- 
over. 


When 
implied. 


The  contract  havinor  been  properly  made,  the 
broker  has,  in  tlie  ordinary  course,  established  privity 
between  his  client  and  a  jobbei",  and  there  exists  ab 
once  a  binding  contract  between  the  jobber  and 
client  ((/'. 

In  the  absence  of  express  terms  to  the  contrary, 
the  contract  is  for  completion  on  next  account  day, 
and  the  jobber  has  then  to  deliver,  or  take  delivery, 
unless  the  performance  has  been  postponed  by  con- 
tinuation, or  the  obligation  has  been  handed  on  by 
the  methods  before  described  (//). 

Sect.  IY.— CONTINUATION. 

Sub-sect,  i^ij.  — Continuation  properly  so  callrd. 

If  a  client  does  not  wish  to  deliver,  or  take  deli- 
very, on  account  day,  he  may  be  able  to  get  the 
performance  of  his  bargain  postponed,  by  having  it 
carried  over,  or  continued,  in  the  manner  des- 
cribed {i). 

In  the  absence  of  agreement  to  that  effect,  there  is 
no  obligation  upon  a  broker  to  get  a  clieni's  bargains, 
which  were  effected  by  him,  carried  over  (A).  Such 
an  agreement  would,  however,  be  implied  from  the 
fact  that  the  broker  had  done  so  on  previous  accounts, 
and  in  such  a  case  broker  would  not  be  entitled  to 
refuse  to  get  his  client's  account  carried  over  at  the 
end  of  any  particnlar  account,  without  giving  his 
client  reasonable  notice  of  his  intention  (I). 

'  g)    The  question  of  privity       L.  R.  6  ;    and  see  Thacher  v. 


between  jobber  and  client  can 
be  more  conveniently  discus- 
sed hereafter  ;  see  "post,  p.  1 53. 

{h)  See  last  Chapter. 

(i)  Ante,  p.  (51 

(fe)  Oulluin  v.  Hodges,  18  'J\ 


Hordey,   4    Q.B.D.    685,    at 
p.  691. 

(I)  Ayhvard  v.  Lamotte, 
"  Tlie  Financial  News," 
June  11th,  1902. 
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It'  the  broker  is  recjueated  to  carry  over  an(T 
does  not  intend  to  do  so,  he  must  give  notice  to  his 
client  (til). 

If  a  client  wislies  his  bargain  carried-over,  lie  Carrying- 
must  give  his  broker  instructions  to  that  effect  before  jubtifi«dwitl:- 
contango  day.  In  the  absence  of  instructions,  express  ^!^^  matroc- 
or  itnpHed,  a  broki  r  lias  no  authority  to  carry-over  his 
client's  bargains,  for  they  ave  prima  facie  for  comple- 
tion on  account  day  («)•  Such  instructions  will  not  be 
implied  from  the  fact  that  the  client,  being  a  pur- 
chaser, does  not  find  the  purchase-money  on  account 
day  (o)  ;  but  they  may  be  implied  from  instructions  to 
carry-over  given  in  respect  of  a  previous  account  and 
not  revoked  (^)).  In  a  case  where  a  broker  carri^d- 
over  without  authority,  when  his  duty  was  to  have 
closed  the  account,  his  client  having  died,  the  carry- 
ing-over was  sjilit  up  into  its  component  parts, 
and  the  first  part  treated  as  a  closing  of  the  client's 
account,  but  the  second  part  as  a  new  bargain  made 
by  the  broker  for  himself  {q). 

When  a  broker  carries-over  for  a  client,  his  duty,  With  whom 
,  continu.ifcion 

anart  troin  ay:reenient  to  the  (.-ontrary,  or  t^vxne  special  to  be  effected . 

circumstances,  is  to  do  so  with  a  member  of  the  Stock 

Exchange,  the  same  rules  applying  on  this  point  as  in 

the  case  of  a  purchase  or  side  (r). 

It  is  not  necessary  that  the  number  with  whom  the 
continuation  is  effected  shall  be  that  one  with  whom 

(m)  Be  Hevitt,  9  T.L.R.  ItHi.  ^^)  Maxted  v.  Morris,  H  L 

(n)  Fenwick  v.  Buck;  24  L.T.  '^-  ^35. 
274  ;  Afa^ted  V.  Paine  (No.  1),  (^)   Campbell   v.    Brass.    7 

L.  R.  4  Ex.  81  ;  In  re  Overwen.  T.  L.  R.  612. 
Haas  V.  Durant,  [1900]  1  Ch.  ('Z^  ^"'  *"«  Overtoeg,  Haaa  v. 

2Q9  Durant,  tibi  aup. 

(r)  Ante,  p.  123. 

S.E.  10 
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the  original  bargain  was  made,  or  with  whom  a  prior 
continuation  was  effected.  The  continuation  may  be 
effected  by  the  broker  dealing  with  another  member  in 
such  a  way  as  to  enable  him  to  substitute  that  member 
for  his  client,  as  the  person  liable  to  complete  the  con- 
tract open  for  the  current  account,  and  at  the  same 
time  to  open  with  the  other  member  a  fresh  transaction 
for  the  new  account.  For  instance,  supposing  that  a 
client  wishes  to  continue  a  "  bull/'  his  broker  can  sell 
the  securities  in  question  to  some  other  member  for  the 
current  account,  entering  into  a  concurrent  bargain 
for  repurchase  of  the  same  for  the  next  account.  The 
broker  can  then,  by  passing  that  other  member's  name, 
substitute  him  as  the  person  liable  to  complete  the 
original  bargain  for  the  current  account,  leaving  open 
for  his  client  the  bargain  for  the  next  account.  The 
bargain  with  the  other  member  is  entered  into  at 
making-up  price,  and  the  difference,  if  any,  between 
that  price  and  the  price  at  which  the  bargain  stands  for 
completion  at  the  current  account,  and  the  charges  for 
contango  or  backwardation,  are  settled  by  the  broker 
on  the  client's  behalf  {s). 

Contract  note      When  a  continuation  has  been  effected  by  a  broker, 
on  continua- 
tion, he  must  send  a  contract  note  to  his  client ;  and  sucn 

contract  note  must  be  stamped.  Although  the  trans- 
action is  really  a  sale  aud  repurchase  the  contract 
note  need  be  stamped  with  respect  to  one  of  these 
transactions  only  {t). 

Fora.  of—  Some   bi-okers    send   two    contract  notes  for   each 

continuation,  one  showing  the  sale  for  the  current 
account,  and  the  other  the  repurchase  for  the  ensuing 

(»)  For  the  method  in  which  (t)    Ante,  p.    138,   Finance 

these  operations  are  carried  (1909-10)  Act  1910,  s.  77(2). 
out,  see  ante,  p.  69. 
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account  {u).     Others  record  tlie  whole  transaction  on 
one  note,  e.g.  :—  [Broker's  address,  and  dale."] 

£     s.     d.  £     B.     d. 

Sold  for  and  on  ac-  Bought  for  and  on 

count  of  A.  B.,  j     account   of    A.  B., 

100  Randfontoin  '     100  Randfimtein 

at  3 300    0     0    I     at  3  30tt    0     0 

I  Ctgo.  8  per  cent....       10     0 
I  Stamp    0     10 


300     0     0 


For  end-April  account. 


(Signed)  L".  D.  &  Co. 


1/- 


301     1    0 


For  raid-Maj-  account. 


not.ce  necea* 
Barv. 


Member.s  of  The  Stock  Exchange,  London. 
Subject  to  the   Rules  and  Regulations  of  the   Stock   Ex- 
change. 

Fov  effecting  a  continuation  a  broker  is  entitled  to  Cow«a.fesion 
,  •     •        i     1  •        1-      i       IT  on  continua* 

Charge  a  commission  to  his  client,     tor  convenience  tion. 

this  is  often  done  by  adding  something  to,  or,  in  the 

case  of  sale,  deducting  something  from,  the  rate  of 

contango.     If   this  course  is  adopted,  specific  notice  when  by 

should  be  given  to  the  client,  for  otherwise  it  mii^ht  be  »^f'i"g.  t'^  «' 
°  o  rleducting 

open  to  the  client  to  contend  that  the  broker  had  not  from  rato, 
carried  out  his  duty,  to  make  a  contract  exactly  corre- 
spondinir  with  that  which  he  readers  to  his  client  (u-) ; 
for  the  broker  would  have  a  contract  with  the  joljber  atj 
say.  31.  and  8  per  cent,  contango,  while  the  client's  only 
contract  would  appear  to  be  at  SI.  and  9  per  cent. 
AV' here  a  broker  with  the  consent  of  one  client  carried 
over  with  another  client,  and  with  the  consent  of  that 
other  kept  for  himself  1  per  cent,  of  the  rate  charged 
for   carrying  over,   it  was  held   that  he  had  created 

(w)  In  the  case  of  a  "  bear  "  chase  for  the  existing  and 
being  carried,  the  contract  re-sale  for  the  next  account, 
notes    will    represent    a   pur-         (to)  See  ante,  p.  116. 
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privity  between  the  two  clients  {x) ;  but  even  in  snch 
case  notice  to  both  clients  would  seem  advisable.  A 
clear  way  of  giving  the  required  notice  is  by  adding 
at  the  foot  of  the  contract  note  some  words  to  the 
Suggested  following  effect  :  ''  In  all  continuation  transactions  it 
notice  ^®  Understood  that  we  are  entitled^  when  no  commission 

is  charged,  to  provide  our  own  remuneration  by  adding 
to  the  rates  paid  by  us"  (y). 

The  addition  of  the  word  ''  net"  after  the  rate  is 

sufficient  notice,  even  though  the  clieut  does  not  know 

its    meaning   (z).     As    this  method  has  the  approval 

of  the  Court  of  Appeal,  it  will  probably  be  largely 

adopted. 

Continuation       It  happens  sometimes,   es))ecia11y   in   dealing  with 
ofP  tLe  Stock  111         ,•  •   •  /?     1     ■     T  fr»      1 

Exchange.      large  blocks  or  securities,  that  a  broker  nnds  it  difficult, 

or  even  impossible,  to  get  them  continued  with  members 

of  the  Stock  Exchange,  but  that  he  can  do  so  more 

conveniently  uff  the  Stock  Exchange,  as  with  a  bank  or 

financial  house.    The  broker's  strict  duty  being  to  do 

his  client's  bargains  with  a  member,  he  is  probably  not 

entitled  to  carry-over  oif  the  Stock  Exchange  without 

his  client's  consent.     If,  however,  the  client  receives 

notice  that  the  carr^-iug-over   has  been   done  off   the 

Stock  Exchange,  aud  does  not  dissent  or  repudiate, 

he  would  be  bound  by  what  was  done.     For  the  same 

reason,  and  also  because  an  agent  may  not  act  for  both 

buyer  and  seller  ^a),  a  broker  may  not  carry-over  with 

another  client,  without  similar  consent  from  his  client. 

If  a  broker  desires  to  carry-over  with  other  clients,  or 

(a;)  Bell  v.  Plumhly,  16  T.      from    the   rates   received   by 
L.  K.  393.  us." 

(y)  Tf  a  "bear"  is  carried.  (z)  Stubbs  v.  Slater,  [1910] 

or  there  is  a  backwardation,      1  Ch.  642. 
there   might    be   some    sucli  (^j)  g^e  ante,  pp.  11.3,  121. 

words     as  :    "  by     deducting 
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otherwise   off  the    Stock   Exchange,  it   is,  tlierefore, 
advisable  to  add  some  such  words  to  his  contract  note  Sa<.-ge8ted 
as  :  "  lu  all  continuation  transactions  it  is  understood  notice^ 
that  \ve  are  entitled  to  continue  with  clients  and  other 
non-nieinbers  of  the  Stock  Exchange." 

In  cariying-over,  a  broker  may  wish  to  employ  his  Taking  iu. 
■own  capital,  and  himself  continue  his client^s  bargain, 
or,  as  it  is  called,  "  take  in  "  {h)  the  securities  for  his 
client.  In  doing  this  the  broker  becomes  a  principal 
in  the  transaction,  and  the  only  person  liable  to  com- 
plete the  bargain  at  the  proper  time ;  a  position  which 
the  law  does  not  allow  an  agent  to  assume  without  his 
client's  consent.  Such  consent  will  be  imi»lied  from 
the  fact  that  the  client  knew  that  the  broker  had  so 
acted  on  previous  occasions,  and  made  no  objection 
(c),  or  on  the  particular  occasion  received  notice  of 
what  liad  been  done,  and  did  not  repudiate  (tZ).     The 

requi>ite  notice  can  be  given  by  adding  tlie  following  Suggested 

form  of 
■words    to    the    conti-act    note:  "In    all    continuation  notice. 

transactions  it  is  understood  that  we  are  entitled  to 

employ  our  own  capital." 

(b)    This  is    so   frequently  account  paying  or  receiving 

tione.that  it  was  considered  a  dififerences,    and   charging  a 

reason  for  holding  that  a  bank  higher  rate  as  contango  than 

with  whom  a  client's  sociiri-  he  had  to  pay  as  interest  to  the 

ties    were    pledged    by     his  bank.     Such  custom    would, 

broker,    was    not    put    upon  it  ig  submitted,  be  clearly  un- 

inquiry  as  to  their  ownership,  reasonable,  and  not  binding 

Beniinrk  V.  London  Joint  Stock  on  a  client  who  was  ignorant 

Bayik,  [1893]  2  Ch.  120,  of  it.     In  that  case,  however, 

(f )  Sacha  V.  Sj^i^l^K-i^m,  o  T.  it  was  found  that   the  client 

L.  R.  487,  where  it  was  held  "  was  sufficiently  acquainted 

that  there  was  a  custom  for  a  with   that   well-known  usage 

broker  to  take  in  his  client's  on  the  Stock  Exchange,"    he 

securities,  pledge  them  with  a  being  "  aware  that  something 

"bank  to  obtain  the  raone}-  to  of  t^e  kind  was  being  done," 
pay  for  them,  and  then  carry  (d)  Petre  v.  Sutlierland,  3  T- 

them  over   from   account  to  L.  R.  422. 
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In  all  tliese  cases  it  is  to  be  observed  that,  if  thfr 
transaction  is  the  first  transaction  between  the  client 
and  broker,  the  client  could,  on  receiving  the  contract 
note  with  the  terms  upon  it,  repudiate  the  bargain  if  it 
suited  him  to  do  so,  provided  he  did  so  at  once.  If, 
however,  he  has  had  other  carrying-over  transactions, 
and  has  received  such  notice  without  objection,  he 
would  be  taken  to  know  tliat  he  was  dealing  on  these 
terms,  and  would  not  be  entitled  to  repudiate. 

To  provide  for  all  the  above  points,  the  notice  on  the 
continuation  note  might  run  : — 

Subjecb  to  the  rules  and  regulations  of  the  Stock  Exchange. 
In  all  continuation  transactions  it  is  understood  tliat  we  are 
entitled — 

(1)  To  employ  our  own  capital. 

(2)  To  continue  with  clients  and  other  non-members  of 
the  Stock  Exchange. 

(3)  When  no  commission  is  charged,  to  provide  our  own 
remuneration  by  adding  to  the  rates  paid,  or  deducting  fr.im 
the  rates  received,  by  us. 

As  soon  as  a  continuation  has  been  effected  ^  the 
broker,  in  addition  to  the  entries  made  in  his  jobbing 
book  and  jobber's  ledger,  makes  entries  in  his  ciients*^^ 
ledger  and  his  Contango  journal. 

Sub-sect.  (ii). — Moetgagb  and  Pledge  of  Siock 
Exchange  Secueitibs. 

Mortgage  or      It  tnay  happen  that  a  purchaser  of  securities  is  un- 
P  ®  ^®"  able   to  get   them  carried-over,  or  himself  to  provide 

the  money  to  take  them  up.  In  these  circumstances  it 
is  not  unusual  for  him,  or  his  broker,  to  arrange  with  a 
banker,  or  other  person,  to  find  the  money  to  pay  for 
the  securities,  the  banker,  or  other  person,  taking  th& 
securities,  or  the  documents  of  title  to  them,  into  his 
own  possession,  as  security  for  the  repayment  to  him  of 
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the  money  he  has  so  advanced.  Tin's  method  of  con- 
tinuing an  account  is  often  found  cheaper  than  carry- 
ing-over, and  is  now  very  largely  resorted  to.  Such 
transaction  is  a  mortgage,  or  a  pledge,  and  differs  very 
materially  from  a  continuation.     In  the  case  of  a  con-  Distinction 

,.  x.-\i  •■•  1  ,         fji  between 

tiuuation  the  securities  are  the  property  ot  the  person  mortgage  oi- 

who  carries  them  over,  and  he  can  deal  with  them  as  he  P'e'ige  ami 

continuation, 
pleases,  his  only  obligation  being  to  deliver  the  same 

amount  of  similar  securities  on  the  next  account  day 
{(")  ;  while  in  the  case  of  a  mortgage,  or  pledge,  the 
actual  securities  deposited  remain  tiie  property  of  the 
borrower,  and  the  lender  is  not  entitled  to  deal  with 
them  as  his  own  property  in  any  way,  until  the 
bori-owcr  has  made  default  in  paying  off  the  loan  at 
the  })roper  time,  and,  should  he  do  so,  is  accountable 
to  the  borrower  for  any  profit  he  may  have  made,  and 
for  any  loss  such  dealing  may  have  occasioned  to  the 
borrower. 

The   distinction  between  the  two  positions  is  well 
illustrated  by  the  cases  of  Langton  v.  Waite  (f)  and 
Bonglovanni  v.   Societc    Gi'nerale  {g).     In  Langton  v.  hangton  v. 
Waite,  the  plaintiffs,  a  firm  of  stockbrokers,  borrowed   ^' "'**'• 
from  the  defendants,  also  stockbrokers,  a  sum  of  money 
for  three  months  upon  the  security  of  certain  railway 
stock  which  was  transferred  to  the  defendants.   At  the 
end  of  the  three  months  the  plaintift'spnid  off  the  loai» 
and  the  defendants  transferred  to  them  the  same  amouni 
of  similar  stock,  but  not  the  identical  stock,  having  in 
the  meanwhile  sold  what  was  deposited,  and  made  a 

(e)  Bongiovanni  v.  Socii'tr  {f)*i    E(|.  165;    reversed  in 

OcnercUe,  54  L  T.  IV20 ;  Ben-  Court  of  Appeal  on  another 
iinck  V.  London  Joint  Stock  point,  -i  Ch.  402.  The  jndg- 
Bank,  [1893]  2  Ch.  12M ;  and  ment  on  this  point  has  not 
Bee  ante,  p.  70.  been  (juestioned. 

(g)   Ubi  sup. 
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Bongiovnnni 
V.  SocieU 
Oinerale. 


DiBtinction 
between 
mortgage 
and  pledge. 


profit  thereby.  It  was  held  that  the  plaintiffs  were 
entitled  to  this  profit.  "  The  law/'  said  Malins,  V.-C, 
"  is  perfectly  clear,  that  in  the  absence  of  express  con- 
tract, the  pawnee  of  property  cannot  sell  it  until  the 
debt  for  which  it  is  pledged  becomes  payable,  and  if 
he  does  so,  the  owner  has  a  right  to  charge  the  pawnee 
with  the  price  he  gets  for  the  property,  if  he  finds  it 
to  his  interest  to  do  so." 

In  Bongiovanni  v,  Societe  Generate,  a  broker,  at  the 
request  of  his  client,  continued  certain  shares  with 
the  defendants,  v/ho  Avere  bankers.  The  defendants 
resold  and  made  a  profit,  and  the  client  sought  to 
recover  this  profit,  but  failed  to  do  so,  Lindley,  L.  J., 
saying,  "  To  continue  means  to  sell  and  agree  to  buy 
the  same  amount  of  stock  at  a  future  date  at  the 
same  price,  and  a  sura  for  the  accommodation.  Such 
a  transaction  is  not  a  loan,  but  a  sale  and  re-purchase. 
It  is  so  like  a  loan  as  to  be  easily  mistaken  by 
business  men  for  a  loan." 

The  distinction  between  a  mortgage  and  a  pledge 
is  that  whilst  in  the  case  of  a  pledge  only  a  special 
property,  entitling  him  to  the  custody  till  the  con- 
dition is  performed,  passes  to  the  pledgee,  and  on 
performance  the  whole  property  vests  in  the  pledgor, 
a  mortgage  is  an  immediate  conveyance  and  gives  to 
the  mortgagee  a  title,  legal  or  equitable  as  the  case 
may  be,  subject  only  to  the  power  to  redeem  which  is 
left  in  the  mortgagor  [h).  A  uiortgage  is  created  by 
contract  independently  of  possession  ;  but  a  pledge  is 
incomplete  without  delivery,  actual  or  constructive 
of  the  thing  pledged  (i). 

Ch)  Ryall  v.  Bov:Us,  1  Ves. 
Sen.  348  'per  Burnet  J.  at 
p.   359.     Story  on  Bailments, 

s.  287. 


{%)  Martin  v.  Beid,  11  C.  B. 

N.  S.  730. 
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A   deposit  of  sliaro  certificates    to  secure  a  debt   or  Wlmt 

,     ,,  •    1  /7v  •     T/.\  am  mints  to  a 

as  cover,  wlietntT  accompanied  [k)  or  unaccotiipanied(/)  morf..'ft..'e  of 

by    a    transfer    in    blank    as    to    the    naine    of    the  «'^""'''*^''- 

transferee    amounts   to   an    ec^iiitable     mortgage   and 

act  a  pledge  {in).     A  fortiori  whore  the  legal  estate 

is    transferred    to   the  lender    the    transaction    is    a 

mortgage^  (n). 

A  security  given  by  the  deposit  of  bearer  securities  What 

has  on  the  other  hand  been  treated  as  a  pledge  (o).       ^  pledge. 

A    mortgagee  or  pledgee  has  by  implication  of  law  Ritfht  to  sub- 
the   right  to  sub-mortgnge  or    to  repledge  the  securi-  eab-pledge. 
ties  to  the  extent  of    his  own  interest  therein  without 


(1c)Stubb8   V.   Slater,  [1910] 

1  Ch.  632  :  London  and  Mid- 
land Bank  v.  Mitchell,  [1899] 

2  Ch.  101  ;  France  v.  Clark, 
26  Ch.  I),  lol  per  Selborne, 
L.  C.  «t  p.  262  ;  c  f.  Dever- 
gea  v.  Sandemayi,  [1902]  1 
Ch.  :.79. 

(/)  Hurrcld  v.  Plenty,  [1901] 
2  Ch.  oU;  Be  Dai-ies,  ;J  Ue. 
G.  &  S.  599  ;  Be  Shelley.  4  , 
De.  .T.  and  S.  o4:3  ;  Be  Harrison 
and  Ingram,  1905  W.  X.  140. 
(m)  In  some  cases  in  which 
the  distinction  between  a 
mortsrage  and  a  ])ledp;e  was 
not  material  to  the  decision 
the  word  "  pledge  "  has  been 
used  as  applicable  to  a  secur- 
ity by  deposit  of  certificates 
of  shares ;  Ealliday  v.  Hoi- 
gate,    L.    R.  3   Ex.    299;    Be 


Tahiti  Cotton  Co.  17  Eq. 
273,  where  Jesse),  M.  R.,  also 
uses  the  word  "  mortgage  " 
for  the  same  transaction ; 
Colonial  Bank  v.  Cady,  15  A. 
C.  267. 

(n)  Deveryes  v.  Sandeman, 
[1902]  1  Ch.  579;  General 
Credit  and  Discount  Co.  v. 
Olegg,  22  Ch.  D.  549. 

(o)  Gurgier  y.  Mieville,  2  B. 
&  C.  45  ;  Donald  v.  Suckling. 
L.  R.  1  Q.  B.  585;  Carter  v. 
Wake,  4  Ch.  D.  605,  doubted 
in  Harrold  v.  Plenty,  [1901] 
2  Ch.  314,  per  Cozens  Hardy, 
J,  at  p.  316  and  in  Sadler  v. 
Worley,  [1894]  2  Ch.  170  per 
Kekewich,  J.,  at  p.  175,  See 
also  Stubbs  v.  Slater,  [1910] 
1  Ch.  632. 
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Limit 
of  right. 


Right  of  sale, 


Where  time 
fixed  for  re- 
payment. 


Where  no 
time  fixed 
for  repay- 
ment. 


Form 
of  notice. 


an  express  agreement  to  that  eiJt-ct  {p).  But  any 
attempt  to  sub-mortgage  or  repledge  beyond  that 
extent  is  (apart  from  tlie  case  of  negotiable  securities 
taken  bond,  fide  and  for  value  (q)  and  from  cases  in 
which  the  sub-mortgagee  or  sub-pledgee  has  acquired 
a  good  legal  title  (r),  inoperative,  and  the  original 
mortgagor  or  pledgor  can  recover  them  from  the  sub- 
mortgagee or  sub-pledgee  upon  payment  of  the 
amount  due  from  hitn  upon  them  (s). 

Both  pledge  and  mortgage  of  securities  imply  a 
contract  that  they  shall  be  made  effectual  to  discharge 
the  debt,  if  not  paid  when  due,  and,  consequently,  if 
there  is  a  time  fixed  for  repayment  and  the  debt  is 
not  then  paid,  the  mortgagee  or  pledgee  of  securities 
may  at  once  sell  them  without  express  power  to  sell, 
and  without  bringing  an  action  for  foreclosure  [t]. 

If  no  time  is  fixed  for  repayment,  the  debt  ia 
payable  on  demand  and  a  demand  must  be  made  and 
reasonable  notice  given  before  the  lender  may  sell  (w)> 

The  notice  must  be  in  all  respects  reasonable, 
regard  being  had  to  the  circumstances  of  the  case. 
It  is   desirable  that  it  should  fix  a  day  for   payment. 


(p)  Donald  v.  Suckling,  L. 
R.  1  Q.  B.  585;  Be  Tahiti 
Cotton  Co.,  17  Eq.  273,  France 
V.  Clark,  26  C.  D.  257  ;  Moc- 
atia  V.  Bell,  24  Beav.  585; 
Story  on  Bailments,  s.  328. 

(g)  London  Joint  Stock 
Bank  v.  Simmons,  [1892]  A. 
C.  201. 

(r)  See  p.  156  et  seq. 

(s)  Donald  v.  Suckling, 
uhi  sup.    France    v.    Clark 


uhi  sup. ;  Sheffield  (Earl)  v. 
London  Joint  Stock  Bank,  13 
A.  C.  333. 

(i)  Wilson  T.  Tooker,  5  Brc 
P.  C.  193  ;  H.  of  L.  Re  Mor- 
ritt,  18  Q.  B.  D.,  222  per 
Cotton  L.  J.,  at  p.  232.  Dever- 
ges  V.  Sandeman,  [1902J  1  Ch.. 
579  C.  A.  per  Stirling,  L.  J.y 
at  p.  592. 

(u)   Re  Morriti  uhi  sup.  De- 
verges  T.  Sandeman  iihi  sup. 
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and  also  convey  to  the  mind  of  the  borrower  that  if 
he  fails  to  avail  himself  of  tlie  opportunity  {^nven  to 
redeem,  the  lender  will  be  in  a  position  to  enforce  his 
rights  (ic).  But  it  is  not  necessary  that  tlie  notice 
should  stjite  that  the  lender  will  sell  I'cc). 

In  the  case  of  a  mortgage  the  fact  that  the 
mortcragee  in  giving  notice  makes  a  mistake  in  the 
amount  due  and  demands  too  nmch  is  not  a  ground 
for  invalidating  the  exercise  of  his  power  of  sale 
and  apparently  the  same  principle  applies  to  a  notice 
from  a  pledgee  to  a  pledgor  (?/). 

The  mortgager  or  pledgor  may  redeem  at  any  time 
before  the  actual  sale  {z). 

On  i-edeu)ption  tiie  mortgagee  or  pledgee  must 
return  the  identical  securities  pledged,  if  the  securi- 
ties are  capable  of  identification,  or,  if  ho  has  sold 
them  during  the  currency  of  the  loan,  mu>t  account 
to  the  mortgagor  or  pledgor  for  the  proceeds  of  such 
sale  (a). 


Wheu   notice 
demands 
exoessive 
amoant  in 
case  of 
mortgage. 

lu   case  o^ 
pledge. 

Right  of 
Redemption. 

Return  of 
Secnrities. 


(id)  Deverges  v.  Sandeman, 
[1902]  I  Ch.  579  ;  C.  A.  per 
Stirling.  L.  J.,  at  p.  593. 

(«)  lb.  per  Cozens  Hardy, 
L.  J.,  at  pp.  59ti-7,  wherr-  it  is 
Rtnted  that  in  the  case  oi 
Stock  Exchantre  Securities  a 
fortnight  or  at  most  a  moi\th 
is  pufficient  length  of  notice. 

(y)  Stuhyy.  Slater,  [1910] 
1  Ch.  632  C.  A ;  where  it  is 
pointed  out  that  the  headnote 
to  Ply  at  V.  Cubley  V,  C.  B. 
N.  S.  701,  which  in  bo  far  as 
it  states  that  a  notice  that 
the  pledgee  will  sell  unless 
an  excessive  sum  be  paid 
immediatelv,  is    not    such  a 


notice  as  will  justify  the 
sale  of  a  pleiige  is  not  borne 
out  by  the  judgments. 

(z)  Rf  Morriti  uhi  sup.  !)•- 
verges  v.  Sandeman  ithi    sup. 

(a)  Langion  v.  Waits,  L. 
R.  6  E<|.  165.  In  this  case 
(which  was  reversed  on 
appeal  upon  a  question  of 
fact,  L.  R.  4  Ch.  402)  a 
suggested  custom  of  the 
Stock  Exchange  entitling  the 
mortgagee  or  ])kdgee  to  deal 
with  the  securities  the  sub- 
ject (if  the  mortgage  or 
pledge  was  disproved  by 
members  of  liie  Stock  Ex- 
change. 
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Lender   must 
account  on 
exercise  of 
power  of 
sale. 


Foreclosure. 


Legal  and 
equitable 
titles. 


A  mortgagee  or  pledgee  who  exercises  his  power 
of  sale  must  account  to  his  mortgagor  or  pledgor  for 
any  surplus  realised  by  him  over  and  above  the  debt 
interest  and  necessary  expenses  of  realisation  (6). 

Where  securities  have  been  assigned  or  deposited 
to  secure  a  debt^  or  as  cover,  in  circumstances  which 
constitute  a  mortgage  of  them  either  legal  (c)  or, 
equitable  (cZ)  a  decree  of  foreclosure  may  be  obtained. 
Where  however  the  transaction  amounts  to  no  more 
than  a  pledge  foreclosure  cannot  be  obtained,  and  the 
only  remedy  of  the  pledgor  is  by  sale  (e). 

The  right  to  repledge  is  limited  to  the  amount  of 
the  original  advance  (/).  It  has,  however,  happened 
that  <i  pledgee  has  repledged  for  a  greater  amount 
than  that  which  he  advaucea,  and  then  questions 
have  arisen  as  to  the  rights  of  the  sub-pledgee  as 
against  the  original  pleugor  ((/). 

In  this  connectiou,  the  distinction  between  legal 
and  equitable  titles  is  of  importance.  The  legal  title 
is  in  that  person  who  has  not  only  a  title,  but  also  the 


(b)  Wilson  V.  Tooker,  5 
Bro.  P.  C.  193  H.  of  L.  ; 
Harrison  v.  Hart,  2  Eq.  Ca. 
Abr.  6  Story  on  Bailments, 
s.   343. 

(c)  General  Credit  and 
Discount  Co.  v.  Glegy,  22  Ch. 
D.  549. 

(d)  Londoyi  and  Midland 
Bonk  V.  Mitchell,  [1899]  2  Ch. 
161 ;  Harrold  v.  Plenti/,  [1901] 
2  Ch.  314. 

(e)  Carter  v.  Wake,  4  Ch. 
D.  605  ;  Hamilton  v.  Young, 
7  L.  R.  Ir.  289 ;  GiUigan  v. 
National  Bank,  [1901]  2  Ir 
Rpts.  513.  The  authority  of 
these  cases   in    the    English 


Courts  so  far  as  they  decide 
thnt  bearer  secutities  form 
the  subject  of  pledge  and  not 
of  mortgage  must  be  con- 
sidered as  doubtful  in  view 
of  the  comments  in  Sadler  v. 
Wurley,  [1894]  2  Ch.  170  per 
Kekewich,  J.,  at  p.  175  and  in 
Harrnld  v.  Plenty,  [1901]  2 
Ch.  314  2^er  Cozens  Hardy,  J., 
ac  p.  316.  See  also  Stid}bs 
v.  Slater,  [1910]  1  Ch.  632. 

(/)  France  v.  Clark,  ubi 
sup. 

(g)  The  pledgee  under  such 
circumstances  is,  of  course, 
liable  to  the  pledgor  for  any 
loss  he  may  sustain. 
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outward  indicia  vi  ownership  [h)  ;  the  equitable  title 
is  in  !lie  Leneficial  owner.  For  example,  a  trustee,  with 
securities  i-egisterod  in  his  name,  is  legal  owner;  Ins 
cestui  que  trust  ecpiitable  owner  :  a  vendor,  before  com- 
pletion of  the  purchase,  is  legally,  his  purchaser  equit- 
ably entitled.  In  the  case  of  a  pledge  of  registered 
securities  by  deposit  of  the  share  certiticates  and  a  duly 
executed  transfer  (/),  the  pledgor's  name  remains  on 
fhe  books,  and  he  has  the  legal  estate,  and  the  pledgee 
has  only  an  equitable  title.  The  requisites  for  a  legul 
title  to  securities  depend  on  the  nature  of  the  securi 
ties;  if  tluy  are  negotiable  instruments  transferable 
by  mere  delivery,  every  holder  in  due  course  has  a 
legal  title  ;  if  they  are  registered  in  a  company's  books, 
or  otherwise  inscribed,  the  legal  title  is  in  that  person 
whose  name  is  properly  on  the  register  as  the  owner. 
Possibly,  too,  a  person,  who  has  as  between  himself 
and  the  company,  before  the  company  is  informed  of 
the  existence  of  a  better  title,  a  present,  absolute, 
and  unconditional  right  to  be  placed  on  the  register, 
is  to  be  treated  as  if  he  had  the  legal  estate  (A:)       In 

(/()  1  he  outward  tnrfi'cm  are  regi.'-tered   transfer     is     not 

not  alonf    sufficient,  for  if  a  equivalent,  for  the  purpose  of 

man  has  no  title,  the   fact  that  defeating  a  prc-existinu  equit- 

he  appears  to  liave  one    will  al)le  title,  tu  a  legal  estate  in 

not  give  a  legal  estate  :  Powell  the    shares  ;   (2)  The  title   by 

V.     Lnndon     and      Proiincial  transfer  is  inchoate  only,  un- 

Bank,  [IWi^S]  2  Cn.  bbb.  til,  at  the  earliest,  all  neces- 

(i)    As    to   blank    transfers,  saiy    conditions    have    been 

Pee  posi,  p.  160.  fulfilled  to  give  tlie  transferee 

(A-)  Nainuy    v.    Morcjan,   37  as  Ijctweon   himself   and   the 

Ch.  D.  346;  Rants  v.  William-  company,  a  present,  absolute, 

eon,  38  Ch.    D.   48.3;  Moore   v.  and   unconditional     right    to 

North-Weaterii  Bank,  [1891]  2  have  the  transfer  registered  ; 

Ch.   599;    Socii'i''    Gtnrrale   v.  (3)  A  conii.nny.  which,  before 

Wall<er,  11   A,  C.  20.     Ireland  a  transfer  has  ceased  to  con- 

V.  iZor<.  [1902]  1  Ch.  522,  Peai  fer   an    inchoate    title    only, 

V.   Clayton,  [1906]   1    Ch.   659.  receives     notice   of    a    prior 

In  Boots  \.  Trj7/tamso«  the  law  equitable  title,  is   not  neces- 

is  stated  in  the  following  pro-  sarily  bound  to  act  upon  such 

positions   by   Stirling,  J. :    (1)  transfer,  so  as  I o  effectuate  n 

A  merely  inchoate  title  by  un-  fraud  till  then  incomplete. 
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order  to  obtain,  as  against  a  company,  such  a  present, 
absolute,  and  unconditional  riglit,  not  only  must  a 
transfer  have  been  duly  executed  by  the  registered 
holder,  and  presented  for  registration,  but  the  company 
must  also  be  provided  with  the  certificate.  Such  right 
therefore  is  not  obtained  by  presenting  a  transfer  and 
offering  to  indemnify  the  company  against  any  claim 
by  a  bond  fide  holder  of  an  outstanding  certificate, 
unless  the  company  accepts  the  indemnity  and  registers 
the  transfer  (I).  Once  the  company  has  received 
notice  of  a  prior  title  nothing  that  it  can  do  will  affect 
that  prior  title  (m). 
titler*^"^  °  It  is  a  well-established  principle  of  equity  that  where 

persons  hold  equally  good  equitable  titles  the  earliest 
in  date  prevails,  but  that  a  legal  title,  obtained  with- 
out notice  of  prior  equities,  prevails  over  all  equities. 
One  of  several,  holding  equitable  titles,  may  subse- 
quently get  in  the  legal  estate,  and  so  oust  the  prior 
equities,  even  though  at  the  time  of  getting  in  the 
legal  estate  he  had  notice  of  the  prior  equities,  but,  in 
order  to  do  so,  he  must  have  obtained  his  eqaitable 
title  without  notice  of  the  prior  ones  i^w). 

Notice,  sufficient  to  prevent  a  person  taking  a  legal 
title  from  ousting  prior  equities,  will  be  imputed,  when 
the  circumstances  are  such  as  to  put  him  on  inquiry 
(o)  ;  but  knowledge  merely  of  the  fact  that  the  person 
giving  the  title  is  an  agent,  such  as  a  broker  (p),  or 

(I)  Society  Oenerale  v.  Walker,  92  ;  Boots  v.  Williamson,  38 

11  A.  C.  20.  Ch.  D.  485. 

(m)   lb,  per  Lord  Blackburn  (o)  Sheffi,eld  v.  London  Joint 

at  p.  41.  Stock  Bank,  13  A.  C.  333. 

(w)  Dodds  V.  Hills,  2  H.  &  M.  (p)      London     Joint     Stock 

424  ;  Goleborn  v.  Alcock,  2  Sim.  Bank  v.  Simmons,   [1892]    A 

552 ;     Blackwood    v.     London  C.  251. 
Chartered  Bank,  L.  E.  5  P.  C. 
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that  the  persons  who  are  dealiiif^  with  the  shares 
are  joint  owners  ('/)  is  not  sufficient  to  raise  such 
imputation. 

On  tin's  principle  depend  the  rights  of  the  ])ledgor 
and  sub-pledgee,  and  iiiortga<,^or  and  sub-mortgHgee. 

Where  a  bank  lent  money  against  securities,  with 
notice  tliat  they  were  the  property  of  a  third  person 
who  had  deposited  thera  with  the  person  sub-pledging 
them  to  the  bank,  it  was  held  that  the  bank,  notwith- 
standing that  it  got  in  the  legal  estate,  could  hold  them 
as  against  the  third  person,  only  as  security  for  the 
amount  advanced  to  him  (r).  If  in  this  case  the  bank 
had  had  no  notice  that  the  securities  were  the  property 
of  another,  and  there  ha<l  been  nothing  to  put  it  on 
inquiry,  it  could  have  held  them  until  paid  the  whole 
of  its  advance;  for  if  the  securitie:s  were  negotiable 
instruments,  the  bank  would  have  been  a  hond  fide 
holder  for  value  ;  and  if  not,  the  true  owner  would 
have  been  estopped  by  his  conduct  from  disputino* 
the  right  of  the  bank  to  hold  them  against  the  amount 
advanced  by  it. 

So,  where  a  broker  pledged  a  client's  bearer  bonds 
with  a  bank,  and  the  bank  had  no  notice  that  the 
securities  were  not  the  broker's  own,  or  that  he  had 
no  authority  to  pledge  them,  the  bank  was  allowed  to 
retain  them  until  repaid  the  whole  of  the  broker's  in- 
debtedness to  it  (s).  And  where  a  bank  deposited 
bonds  with  a  broker  as  security  for  an  advance,  it  was 
held  that  the  broker  could  retain  the  bonds  against 

(g)  Kaemena  v.  Central  (s)  London  Joint  Stock  Bank 
Bank  of  London,  4  T,  L.  R,  v.  Simmons,  [1892]  A.  C.  201. 
657. 

(r)  Slieffi.eld  v.  London  Joint 

Stock  Bank,  13  A.  C  333. 
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the  true  owner, — who  had  deposited  them  with  the 
bank  for  another  purpose, — not  only  to  secure  the 
banker's  indebtedness  to  the  broker  for  the  advance 
made  upon  the  security  of  these  bonds,  but  also  to 
secure  the  whole  balance  due,  on  other  loan  accounts,, 
from  the  bank  to  the  broker;  for  the  broker  had 
a  general  lien  on  all  securities  in  his  hands  for  the 
indebtedness  on  all  nccounts  of  his  client,  the  bank  (t). 
If  the  securities  were  not  negotiable,  the  result 
would  be  the  same,  provided  the  first  pledgee  had  got. 
himself  duly  registered ;  for  the  true  owner,  having 
put  another  in  the  position  of  being  able  to  transfer 
the  legal  estate,  would  be  estopped  from  setting  up  his 
own  title  against  a  person  who  had  acted  on  the  faith 
of  the  title  being  iu  another.  Whether  this  estoppel 
arises  or  not  depends  on  whether  the  first  pledgee  has 
availed  himself  of  the  opportunity  of  getting  in  the 
Blank  legal  estate.     This  is  well  illustrated  by  the  cases  with 

reference  to  blank  transfers,  that  is,  transfers  with 
blanks  left  for  the  date  and  the  name  of  the  trans- 
feree,   but    otherwise    complete.     If    the    registered 

France  T.        holder  of  securities  gives  a  blank  transfer  and  certifi- 
Clark.  °  (•  1  • 

cates  to  a  mortgagee  he  thereby  confers  on  him   an 

authority   to   fill   in   the  blanks   and  so  get  himself 

registered  and  is  estopped  from  denying  such  authority 

so  that  if  the  blanks  are  filled  up,  and  the  mortgagee 

BO  gets  himself  registered,  his  power  of  repledging  is 

unlimited.     But  if  the  person  to  whom  the  certificates 

and  blank  transfers  have  been  given   pledges  them 

with  another,  without  having  filled  in  the  blanks  and 

obtained  registration,   that   other  is  deemed  to  have 

notice  of  the  title  of  the  true  owner,  and  the  latter  is 

not  estopped  from  denying  the  title  of  him  to  whom 

(i)  Jones  v.  Pepfercorne,  28  L.  J.  Uh.  158  ;  1  Johns.  430. 
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he  gave  the  certiHcatos  and  transfer,  and  therefore 
can  recover  his  securities  on  payment  only  of  the 
amount  of  any  advance  to  him  on  this  security.  So 
in  France  v.  Clark  (f),  where  France  deposited 
certiticafes  and  blank  transfers  with  Clark  as  security 
for  150/.,  and  Clark  deposited  the  certificates  and  the 
same  transfers,  still  in  blank,  with  Quihampton  as 
security  for  250Z.,  it  was  decided  that  Quihampton 
could  only  hold  them  as  against  France  as  security 
for  loOZ.,  Lord  Selborne,  C,  saying:  "The  defence 
of  purchaser  for  value  without  notice  by  anyone  who 
takes   from  another,    without  inquiry,  an    instrument  » 

signed  in  blank  by  a  third  party,  and  then  himself 
fills  up  the  Idauks,  appears  to  us  to  be  altogether 
untenable"  (g).  Similarly  where  a  broker,  with 
instructions  to  sell  for  a  client,  received  certifi- 
cates and  a  blank  transfer,  and  then  wrongfully 
deposited  them  as  security  for  a  loan  to  himself, 
it  was  held  that  the  client  could  recover  them 
from  the  holder  without  paying  off  the  broker's 
debt,  although  the  holder  had  taken  all  the  necessary 
steps  to  get  himself    registered,    and     so  obtain    the  I 

legal  estate  {h}. 

In  the  case  of  many  American  companies  share 
certificates  are  issued  to  the  registered  holder,  and 
indorsed  upon  the  back  of  the  certificates  is  a  blank 
form  of  transfer,  and  a  blank  form  of  power  of  attorney 
to  execute  a  surrender  and  cancellation  of  the  certifi- 
cate, and  to  do  all  things  requisite  to  transfer  the 
stock  in  the  books  of  the  company.  According  to  a 
recognised   practice,   when  the  form  of  transfer  and 

(/)  22  Ch.  D.  830 ;  26  Ch.  D.         (g)  26  Ch.  D.  aL  p.  262. 
2'^"'  (h)  Fox  V.  Martin,  84  L.  J. 

Ch.  473 
S.E.  11 
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power  of  a'ttorney  have  been  signed  by  the  registered 
holder,  these  documents  readily  pass  on  the  market 
from  hand  to  hand  by  delivery  only,  until  the  docu- 
ments reach  the  hands  of  some  holder  who  desires  to 
be  registered.  His  name  is  then  filled  in  by  himself, 
or  on  his  behalf,  and  the  documents  are  then  left  with 
the  company,  the  certificates  are  cancelled,  the  trans- 
feree is  registered,  and  new  certificates  nre  issued  iti 
his  name.  The  legal  eifect  of  this  recognised  practicfr 
is  that  the  transferor,  who  executes  the  transfer  in 
blankj  confers  upon  the  holder  of  the  document  for 
•  the  time  being  an  authority-'  to  fill  in  the  name  of  the 

transferee  ;  and  each  successive  holder  for  the  time 
being,  when  the  documents  pass  through  several  hands, 
passes  on  this  authority,  (the  holders  of  course  being 
bona  fide  holders  for  value  without  notice),  and  each 
pri^r  holder  is  estopped  from  denying  such  authority,, 
and,  to  this  extent  but  not  further,  is  estopped  from 
denying  the  title  of  such  holder  foi-  the  time  being  [i) . 

A  registered  holder  who  has  g-iven  a  blank  transfer, 
also  comes  under  an  implied  obligation  to  do  nothing 
^  to  impede  or  prevent  the  registration  of  anyone  whose 

name  is  properly  inserted  in  the  blank  transfer,  and  is 
liable  to  an  action  for  damages  at  the  suit  of  the 
transferee  if  he  acts  in  breach  of  this  obligation  {k). 

Where  the  constitution  of  the  company  requires 
transfers  to  be  by  deed,  a  transfer  executed  in  blank 
and  not  redelivered  by  the  transferor  after  comple- 
tion, is  inoperative  to  pass   the  legal  estate    (Z) — even 

(t)   f^olonidl    Bank    v.    Hep-  Peninsular  Ry.,  4-  De.  G.  &  J., 

iforth,  36  Ch.  D.  36;  Colonial  o'-^9;  Societe  Generaler.  Walker 

Bank  v.    Gady,  lo  A.   C.  267.  11  A.C.  20;  Nanney  v.  Morgan, 

See  also  Fry  v.  Smellie,  [1912]  37  Ch.  D.  346;   Boots  y.  Wil- 

3  K.  B.  282.  liamson,  38  Ch.  D.  485  ;  Moore 

(k)  Hooper  v.    Herts.  [1906]  v.  North  Western  Bank,  [1891] 

I  Ch.  549.  2  Ch.  599. 

(I)  Tayler  v.  Great    Indian 
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though  it  has  beni  acted  on  by  tho  company,  and 
the  transferor  reijfisterecl  in  the  company's  books  (m), 
Reilelivery  by  an  agent  of  the  transferor  is  not 
effectual  unless  the  agent  be  niithorisefl  b}'  deed  (n). 

Wliere  a  registered  owner  bas  given  a  blank  transfer 
and  certificate  to  another,  and  has  authorised  him 
to  deal  with  tho  sh;ircs  as  his  agent,  the  case  has 
to  be  decided  in  accordance  witli  the;  general  prin- 
ciples of  the  law  of  agency,  and  tin-  owner  conies 
under  a  duty  to  the  persons  whom  he  intends  to  act  on 
the  authority  of  the  agent  to  give  them  notice  of  any 
limit  tliat  lie  places  on  the  authority  which  he  has  by 
his  own  act  made  apparently  co-extvusive  with  abso- 
lute owner.shij)  (o) — and  in  the  absence  of  notice  of  any 
limitation  of  authority,  the  owner  is  bound  by  any 
disposition  of  the  property  made  by  the  agent  -vsithin 
the  apparent  scope  of  his  authority,  notwithstanding 
that  the  agent  has  in  fact  exceeded  the  authority  given 
to  him  [p).  So,  where  an  owner  of  shares  gave  tho 
documents  of  title  thereto  and  a  blank  transfer  to  an 
agent  with  authority  to  borrow  money  upon  them,  and 
the  agent,  representing  himself  to  be  beneficially 
entitled  to  the  shares,  j)ledged  them,  but  for  a'l  amount 
and  upon  terms  which  were  not  w  ithin  his  actual  autho- 
rity, it  was  held  that  the  true  owner  was  bound  by  the 
contract  made  by  his  agent,  and  this  notwithstanding 

(m)  Fov:ell   v.  London  and         (o)    Frxj    v.    Smellie,  [1912] 

Provincial  Bank,  [1893]  2  Ch.  OiC.B.  282;  Ennkehhy  v.  Tern- 

55o.  Cf.  lie  Barned'a  Banking  ferance    Permanent    Building 

Co.,  L.  R.  3  Ch.  10.').  Society,   [1896]     A.  C.      173  ; 

(n)  Hebbletchitev.  McMorine  Rimmer       v.    Webster,    [1902] 

6  M.    and  W.  200.     Poivell  v.  2  Ch.  16:5. 

London  and  Provincial  Bank,         (p)  Cases  cited  in  last   note 

ubi  sup.  and  Hooper  v.  Herts,  ubi  sup. 
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EfiEeci  of 
notice  tc 
company. 


that  the  lender  had  dealt  with   him  as  a  principal,  and 
made  no  enquiry  as  to  the  extent  of  his  authority  [q). 

The  principle  of  equity,  that  notice  given  by  a 
second  equitable  mortgagee  gives  him  preference  over 
a  first  equitable  mortgagee  who  has  not  given  notice 
(rj,  does  not  apply  to  shares  in  registered  companies, 
as  Section  27  of  the  Companies  (Consolidation)  Act, 
1908  , formerly  Section  30of  the  Companies  Act,  1862), 
precludes  a  company  from  receiving  notice  for  this 
purpose,  and  the  priority  of  such  equitable  charges 
depends  on  their  order  in  date,  irrespective  of 
notice  {s).  Notice  to  a  company  of  an  equitable  charge 
is,  however,  of  value;  for  after  receiving  it  the  company 
cannot  avail  itself  of  any  lien  under  its  Articles  for 
debts  subsequently  incurred  to  itself  by  the  registered 
holder  (t) ;  and  further,  such  notice  will  probably 
have  the  effect  of  preventing  the  company  from  per- 
mitting anyone  else  to  be  registered  without,  at  any 
rate,  first  giv^ing  notice  to  the  holder  of  the  equitable 
charge,  and  to  the  applicant  for  registration,  of  the 
existence  of  such  equitable  charge. 

From  what  has  been  said,  it  is  clear  that  it  is  safest 
where  possible  to  be  on  the  register  ;  but,  apart  from 
the  expense,   this  also   entails  certain    disadvantages 


(g)  Fry  v.  Smellie,  [1912] 
3  K.  B.  282 ;  semble,  where  the 
agent  having  authority  to 
pledge  sells  the  property 
equity  will,  in  a  proper  case, 
give  the  true  owner  an  op- 
portunity to  redeem  it.  Ihid 
per  Farwell,  L.  J. 

(r)  Dearie  v.  Hall,  3  Rus- 
sell, 1. 


(s)  Societe  Oenerale  v.  Walk- 
er, 11  A.JC.  20  ;  but  this  does 
not  mean  that  a  company 
cannot  be  affected  by  notice 
of  any  trust  expressed,  im- 
plied, or  constructive.  Brad- 
ford Banking  Co.  v.  Brigys, 
12  A.  C.  29. 

(/)  Bradford  Banking  Co.  v. 
Briggs,  12  A.  C.  29 ;  Hopkinson 
v.  Bolt,  9  H.  L.C.  514. 
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where  the  shares  are  not  fully  paid  up,  for  anyone  on 
the  register  is  liable  for  calls,  and  may  be  made  a 
contributory  in  a  winding-up  (w),  while  one  who  has 
only  an  equitable  title  is  not  so  liable  {w). 

The   stamp    duty    on  a  mortgage    depends    on  its  Stamp  duty 
•^  .  ,  on  mortgage, 

nature.     If  it  is  a  legal  mortgage,  it  requires  an  ad 

valorem  stamp  of  Is.  3d.  for  every  50Z.  pecured  up  to 

£300,  when  the  duty  becomes  2/6  for  every  £100  or 

part   of  £100  ;    if    it    is    an    equitable    mortgage,    it 

requires  an  ad  valorem  stamp  of    Xs.  for  every  lOOZ; 

if  it  is  only  a  collateral  security,  the  ad  valorem  duty 

is  Od.  per  lOOZ.  or  part  of  £100  (x).     But  if,  on  the 

deposit  of  documents  of  title  to  stocks  and  shares,  an 

instrument  under  hand  only  is  given,  it  is  treated  as 

an  agreement,  and  only  requires  a  Qd.  stamp  whatever 

the  amount  (y).     In  deposits  of   stocks  and  shares  by 

way  of  security,  this  form  is  most  often  adopted,  so 

as  to  save  expense. 

Sect.  V.— COMPLE  riON. 
On  contango  day  the  broker  makes  out,  and  sends  Fortnightly 
to  his  client,  a  statement  which  is  called  a  fortnightly 
account.  This  shows  nil  the  transactions  done  on 
behalf  of  the  client  during  the  account,  all  purchases, 
sales,  and  continuations,  the  commission  charge<l,  and 
con  tangoes.  If  the  same  number  of  each  denomina- 
tion of  share'^  liave  been  bought  as  sold,  the  account 
shows  the  differences  payable,  or  to  be  received  by 
the    client    on    account    day.      If    shares    have    been 

(«j    Weickersheim's    Case,  8  (a:)    Stamp  Act,     1891,    ss_ 

Ch.     831;      Royal    Bank    of  86—89,      and      Schedule      I. 

India's  Case,  7  Eq.  91 ;  4   ("h.  "  Mortgage." 

262;  Addison's  Case,  oCh.  294.  (y)    Stamp  Act,  18yl,  s,  23. 

(to)  Sichellss  Case,  3  Ch.  119. 


account. 
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bought  or  sold,  and  then  carried-over,  tlie  differences 
payable  by,  or  to,  the  client  likewise  appear.  If,  on 
the  other  hand,  the  client  is  going  to  take  delivery  or 
deliver,  the  account  shows  what  sum  he  will  have  to 
pay  agamst  delivery,  or  what  sura  he  will  receive 
when  he  delivers. 

Sub-sect.  (i). — The  bringing  togethee  op  Ultimate 
Seller  and  Ultimate  Pdrchaser,  and  the 
Releask  of  Intermediaries. 

A  member  ot  the  public,  who  has  dealt  in  any  de- 
nomination of  securities  during  an  account,  must  either 
have  bought  and  sold  the  same  number,  or  have  bought 
more  or  less  than  he  has  sold.  In  the  latter  case  he 
will  have  to  take,  or  give  delivery  of,  some  securities  ; 
but  in  the  former,  by  getting  his  broker  to  pass  names, 
he  will  have  nothing  to  do,  but  to  pay  or  receive 
differences. 

Fassing  When  a  client  has  bongfht  and  sold  in  the  same  ac- 

tioiets.  count  the  same  number  of  securities  through  the  same 

broker,  the  broker  passes  the  ticket,  that  comes  to  him 
from  the  ultimate  purchaser  of  the  securities  sold  by 
the  client,  to  the  persoti  from  whom  the  client  bought, 
and  so  passes  on  his  client't  obligation  to  take,  or 
make,  delivery.  In  this  case  no  account  is  opened 
with  anyone  which  was  not  already  open,  but,  in  the 
process  of  completion,  the  ordinary  method  of  passing 
names  is  adopted. 
"  Making  When  the  client  has  bought  through  one  broker  and 

^°^'^"  gold  through  another,  in  order  to  save  the  trouble  and 

expense  of  completing  his  two  contracts  independently 
by  taking  delivery  from  the  one  and  giving  delivery 
to  the  other,  he  can  ask  the  brokers  to  "  make  down." 
If  they  agree  to  do  so,  the  two  brokers  enter  in  their 
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books  a  sale  trom  one  to  the  other,  so  opeuing-  new 
accounts,  and  the  broker  through  whom  the  client  has 
solil,  when  he  receives  the  ticket  issued  by  the  ulti- 
mate purchaser's  broker,  hands  it  on  to  the  broker 
througli  whom  the  client  has  bought,  and  he  in  turn, 
instead  of  issuing-  a  new  ticket,  as  he  otiierwioe  would 
have  to  do,  hands  on  to  the  jobber,  or  other  person, 
fioni  whom  he  has  bought,  the  ticket  he  receives,  and 
so  finally  the  same  ticket  arrives  in  the  hands  of  the 
ultimate  seller,  or,  if  he  is  not  a  member  of  the  Stock 
Exchange,  of  his  broker. 

Where  the  securities  are  amongst  those  dealt  with 
by  the  Settlement  Department  the  result  is  tiie  same, 
the  brokers  including  the  newly  opened  bargain  be- 
tween them  in  their  returns  to  the  department. 

It  has  now  been  decided  that  a  client  cannot  compel  No  obligation 
his  broker  to  make  down;  for  to  do  so  would  be  to  ^^^^°^J^^° 
insist  on  the  broker  releasing  the  client,  and  taking 
the  other  broker's  liability  instead  (z).  Further,  the 
selling  broker  by  the  new  contract  becomes  a  purcha- 
ser from  the  buying  broker,  and,  in  the  event  of  the 
default  of  the  member  to  whom  he  has  sold,  will  have 
to  prove  against  his  estate,  but  will  have  to  complete 
his  new  bargain  of  purchase  by  payment  and  taking 
delivery,  whereas  before  the  make-down  he  would  be 
under  no  such  liability. 

Unless  the  client's  purchases  and  sales  during  the 
account  balance,  or  arrangements  are  made  for  carry- 
ing-over, the  transaction  must  be  completed  by 
delivery  and  payment. 

At  this  stage,  probably  for  the  tirst  time,  the  client  Ultimate 
is  brought  into  communication   with  some  one  other  and^^ae^ller. 

(z)  Currie  v.  Booth,  7  Com.  Cas.  77. 
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than  his  broker.  It  is,  however,  to  be  observed  that^ 
generally  speaking,  he  does  not,  even  at  this  pointy 
have  anything  to  do  with  the  niember  with  whom  his 
broker  originally  made  the  contract  for 'him,  but  only 
with  the  person  who  is  found  to  be  the  ultimate  pur- 
chaser or  seller. 

Originally,  the  client's  bargain  is  with  the  jobber 
with  whom  his  broker  has  contracted,  and  with  him 
alone  is  there  privity  of  contract;  but,  when  it  comes 
to  completion,  this  privity  frequently  disappears,  aud 
a  new  privity  arises  between  the  client  and  the  ulti- 
*  mate  purchaser  or  seller,  or  in  other  words  a  novation 

takes  place 

As  has  been  seen  (a),  a  jobber,  or  other  person  who 
has  made  a  bargain  on  the  Stock  Exchange,  is  bound, 
when  the  time  for  completion  comes,  to  do  one  of  two 
things  ;  either  himself  to  complete  by  delivering,  or 
baking  delivery  and  paying;  or  to  provide  some  other 
person  who  is  competent  and  willing  to  do  so. 
Completion  The  practice,  as  before  stated,  is  for  names  to  be 
passed,  until  the  ultimate  purchaser  and  ultimate  seller 
are  brought  together.  The  ultimate  seller  executes  a 
transfer,  aud  sends  it  to  the  ultimate  purchaser's 
broker,  who  has  issued  the  ticket  (&).  The  transfer  is 
made  out  in  the  name  given  on  the  ticket  as  that  of  the 
transferee.  This  name  may,  or  may  not,  be  the  name 
of  the  person  on  whose  instructions  the  broker  bought^ 
]t  Diay  be,  aud  often  is,  that  of  a  nominee. 

Ordinarily,  on  the  acceptance  of  the  name,  the  matter- 
is  completed,  by  delivery  and  payment,  between  the 

(a)  Ante,  p.  75,  of    securities  to  bearer,    the 

(6)  This  refers  to  securities  method  of  transfer  has  beea 

transferable  by  deed.     In  the  described,  ante.  Chap.  II. 

case  of  inscribed  stock,  and 


between. 
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nltimafce  piircluiser  and  ultiuiato. seller, and  intermediate 
parties  have  no  further  interest  therein. 

The  question,  howov(M',  as  to  when  a  jobber,  who  has  Release  of 
contracted,  is  released  by   novation  becomes  of  great  ^°    ^^' 
im]iortan('e  in  dealings  in  shares  to  which  a  liability  is 
attached,  as,  for  instance,  in  partly  paid  shares  on  whicii 
calls  are  subsequently  made. 

The  whole  matter  was  much  discussed,  and  the  law 
to  a  groat  extent  finally  settled,  in  the  lirigation  that 
followed  on  the  failure  of  Overend,  Gurney  and  Co.  in 
186(3.  When  that  company  failed  there  had  been  many 
dealings  in  its  shares,  which  were  partly  paid,  and 
questions  arose  whether  the  j(jbbers  who  had  bought 
were  liable  for  calls,  or  whether  they  had  got  rid  of 
this  liability  by  passing  names,  which  names  turned  ont 
to  be  those  of  persons  either  from  lack  of  means  unable 
or  for  some  reason  not  cr>mpellable,  to  pay  tht'S-^  calls. 

A  seller  has  ten  days  in  which  to  deliver  ^c),  during  Objeotiou  to 
which  he  may  make  inquiries  as  to  the  position  of  the  ^'"^^^^''^e- 
transferee,  and  can  object  to  the  name  given  within  that 
time.  If  such  objection  is  made,  and  the  objection  is 
not  admitted  to  be  a  good  one,  the  practice  on  tli*-  Stock 
Exchange  is  for  the  Committee  to  decide  whether  a 
better  name  is  to  be  given  or  not.  It  follows  that,  if  a 
non-member's  broker,  in  pursuance  of  this  practice, 
submitted  the  question  to  the  Con)mittee,  and  they  gave 
a  decision,  the  non-member  would  be  bound;  fur  lie  has 
authorised  his  b.-  oker  to  deal  according  to  the  rules  and 
reasonable  customs  of  the  Stock  Exchange,  and  such 
practice  would  seem  reasonable  enough.  But,  in  the 
absence  of  such  submission  to,  and  decision  of,  the  Com- 

(c)  Shepherd  v.  Murphy,    Ir.     Kejt.  -J  Eq.  o44 ;  16  W.  K.  9-iH; 
and  see  Rule  1:38  (1). 
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Names  that 
can  be 
refused. 


mittee,  if  a  client;  refused  to  accept  a  nume^  and  the 
jobber  bought  in  against  him,  the  incidence  of  any  loss 
incurred  would  seem  to  depend  on  whether  the  name  was 
one  fchafc  could  reasonably  be  objected  to  or  not  {^d). 

The  names  that  can  reasonably  be  refused  are  those 
of  an  insolvent  person^  of  a  foreigner  resident  abroad  (e) 
and,  of  coui'se,  >  f  any  person  not  competent  to  contract, 
or  who  has  not  authorised  his  name  to  be  passed, 

Sinc«  the  Married  Women's  Property  Act,  1893  (/), 
except  where  the  shares  are  in  a  company,  the  Articles 
of  which  provide  that  married  women  shall  not  be  regis- 
tered in  respect  of  shares  with  a  liability  attaching,  it 
would  seem  doubtful  whether  any  objection  could  be 
taken  to  the  name  of  a  married  woman  on  other  grounds 
than  the  absence  of  sufficient  separate  estate  ;  for  she 
can  contract  as  a,  feme  sole,  and  her  separate  estate  is 
liable,  whether  at  the  time  of  the  original  contract  she 
had  any  or  not.  It  is,  however,  to  be  observed,  that  to 
compel  a  seller  to  accept  the  name  of  a  mai-ried  woman 
is  depriving  him  of  one  method  of  enforcing  his  right, 
namely,  making  the  other  contracting  party  a  bankrupt 
on  a  judgment  obtained;  but  whether  this  alone  would 
be  considered  by  the  Committee,  or  by  a  jury,  sufficient 
ground  for  justifying  the  refusal  of  such  a  name  is 
doubtful. 

It  would  be  a  good  objection  that  the  name  was  that 
of  a  lunatic ;  for,  in  order  to  make  this  objection,  the 
transferor  must  have  discovered  the  fact,  and,  having 
discovered  it,  could  not  make  a  binding   contract   by 


(d)  See  Davis  v.  Haycoclc,  L.  Jones,   22   L.  T.  220  ;  18  W.  R. 

E.  4  Ex.  373,  at  p.  384.  513. 

{e)  Allen  Y.Graves,  L.  E.  5  (/)  66  &  67  Vict.  c.  63- 
Q.    B.    478 ;     Goldschmidt  v. 
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novation, — no  contract  made  with  a  lunatic  by  a  person 
witli  knowledge  of  tlie  lunacy  being  cuforceable  (g). 

The  ten  days,  above    referred    to,  are  allowed    in  Jobber  not 

released 

order  to  give  an  opportunity  to  the  seller  to  inquire  where  traos- 

into    the    responsibility,   but   not    the    capacity    and  ^.^,|jjj^g^g„t  ^j. 

willingness,  of  the  name  given  (h).     Tlierefore,  once  ^'^''°K  to 

"  '  .  .    contract, 

the   name   is  accepted,  no  objection  can  be  taken  to  it 

on  the  scoi-e  of  insufficient  means;  but    the  seller  is 

entitled  to  assume  the  capacity  and  wiUiugness  of  the 

pro])Osed  transferee,  and   tlierefore,  notwithstanding 

such  acceptance,  if  it  turn  out  subsequently  {i)  that 

the    transferor    was    not    competent    and    willing    to 

contract,  the  jobber  is  not  discharged. 

These  propositions  were  established  by   a  series   of 
cases. 

In  Coles  V.  Bristowe  {k)  and  Grissell  v.  Bristowe  (Z),  Coles  v. 
both  decided  in  I8t)8,  one  in  the  Court  of  Chancery  ol^lls^Uy. 
and  the  other  at  Common  Law,  the  plaintiffs  had  sold  Bristone. 
Overend     (jurney    shares    through    brokers     to    the 
defendants,  who  were  jobbers.     The  defendants  had 
passed  names  which  names  the  plaintiffs  had  accepted 
by    giving    transfers     and    receiving    the    purchase- 
money.     Tiie    transferees    had    not     registered    the 
transfers,  the  company   having  gone  into  liquidation 

ig)  Cf.  Imperial  Loan  Coy.  v.  an  interval  of  two  years  gave 

Stone,  [18!^2]  1  Q.  B.  599  ;  see  relief  to  a  selling  broker  who 

evidence  of  De  Zoete  in  Jfern/  hud  had  the  name  of  an  int'aiil 

V.  Nickalls,  7  Ch.  at  p.  744.  passed  to  him  as    transferee, 

(/i)  Nickalh  V.  Merry,  L.  R.  and    had    consequentlj    been 

7  H.   L.    530,   at    p.    541,  per  made    a    contributory    in   the 

Lord  Cairns.  winding-up   of   the  company  : 

(i)  In  Capper's  Case,  cited  in  see    Capper's  Case,  'S  Cli.  458. 

Nickalls  V.  Merry,  L.R.7  H.L.  (k)  4  Ch  3. 

at  p.  545,  the  Committee  after  (I)  4  C.  P.  36. 
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and  the  plaintiffs  were  left  liable  to  the  company  for 
calls,  and  sought  to  fix  this  liability  upon  the  jobbers 
to  whom  they  had  sold  the  shares.  Bub  it  was  held  in 
each  case  that  the  defendants  were  not  liable,  on  the 
ground  that  there  had  been  novation  between  the 
plaintiffs  and  the  transferees,  by  which  the  defendants 
had  been  discharged  This  was  stated  by  Lord 
CairnSjin  Coles  v.  Bristowe  (to),  in  the  following  terms  i 
— "  The  contract  of  the  jobber  is  that,  at  the  settling. 
day,  he  will  either  take  the  shares  himself,  in  which 
case  he  would,  of  course,  be  bound  to  accept  and 
register  a  transfer  and  to  indemnify,  or  he  will  give 
the  name  of  one  or  more  transferees,  names  to  which 
no  reasonable  objection  can  be  made,  who  will  accept 
and  pay  for  the  shares.  The  jobber  may  perform 
either  alternative,  and  if,  electing  to  perform  the 
latter  alternative,  he  sends  in  names  which  are 
accepted,  and  to  which  transfers  are  executed,  and 
those  transfers  are  taken  and  paid  for  by  the  trans- 
ferees or  their  brokers,  the  jobber  is  then,  and  at  that 
stage,  relieved  from  further  liability,  and  the  liability 
to  register  and  indemnify  is  shifted  to  the  transferee. 
These  cases  followed  the  Irish  decision  of  Shepherd  v. 
Shepherd  V.  Murphy  [n^ ;  in  which,  under  similar  circumstances. 
Murphy.  specific  performance  was  granted  between  the  ultimate 

parties  (o;. 
Maxted  y.  A  good  illustration  of  the  principle  is  to  be  found  in 

'  Maxted  v.  Paine  (No.  2)  {<p).     There  the  real  ultimate 
purchaser  of  Overend  Gurney  shares  passed  the  name 

(m)  4  Ch.  at  p.  U.  v.  Haycock,  L.  E.4  Ex.  373 

(n)  16  W.  R.  948 ;  Ir.  Rep.      Musijrave  and  Hart's  Case,  5 

2  Eq.  644.  Eq.  193. 

{o)  See  also  Boivring  v.  Shep-     {jp)  L.  R.  6  Ex.  132. 

herd,  L.  R,  6  Q.  B.  309  ;  Davis 
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of  his  coachman,  a  man  of  straw,  and  the  name  was 
accepted.  The  ultimate  seller  tried  to  hold  the  jobber 
responsible  to  indemnity  him  against  calls,  but  failed. 

The  further  proposition,  that  the  jobber  is  not  Nickall$  v. 
relieved  from  his  liability  where  the  name  passed  is  ^^"'i'- 
that  of  one  either  incompetent  or  unwilling  to  contract, 
was  finally  established  by  the  decision  of  the  House  of 
Lords  in  NicJialls  v.  Merry  (q).  In  that  case  the  name 
passed  to  tlie  ultimate  seller  was  that  of  an  infant,  and' 
it  was  held  that,  although  tlie  name  had  been  accepted, 
and  the  transfer  executed  and  the  price  paid,  the  jobber 
still  remained  liable  to  indemnify  the  seller  against 
calls.  Lord  Chelmsford  said  (r)  ;  "  The  jobber's  con- 
tact, theref<»re,  is  of  this  description.  It  is  at  first  a 
temporary  and  conditiooal  contract,  but  it  becomes 
absolute  upon  his  failure  to  furnish  by  the  name  day 
the  name  of  a  person  capable  and  willing  to  become  the 
transfere-^  of  tlie  shares,  so  that  the  seller,  by  executing 
a  transfer,  may  make  with  him  a  new  contract  in  sub- 
stitution of  the  one  with  the  jobber.  This  being  the 
nature  of  a  jobber's  contract,  it  follows  as  a  conse- 
quence that  tlie  appellant  <lid  not  perform  what  he 
undertook  by  giving  the  name  of  a  person  utider  dis- 
ability, with  whom  no  new  binding  contract  could  be 
made  to  be  substituted  for  his  own."  And  again  : 
"  The  jobber  is  not  required  to  give  the  uame  of  a 
person  merely,  but  to  give  the  name  of  a  person  as  the 
purchaser,  meaning,  of  course,  a  person  capable  of 
becoming  the  purchaser,  whose  contract  will  be 
binding  and  enforceable  against  him." 

A  jobber  is  not  released  when  the  name  passed  is  when  jobber 
that  of  a  non-existent  person;  or  of  a  person  who  has  Ig^gg^  '°* 

(q)  L.  K.  7  H.  L.  530.  (r)  lb.  at  p.  544. 
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not  authorised  the  passing  of  his  name  (.s)  ;  or  of  an 
infant  (t)  ;  or  of  a  corporation  acting  ultra  vires,  for 
instance,  a  company  buying  its  own  Bhares  (w),  or 
having  by  its  Articles  of  Association  uo  authority  to 
buy  shares  (w). 

Formerly  the  case  of  a  married  woman  used  to  be 
given  as  an  instance  of  a  name  the  acceptance  of 
which  would  not  release  the  jobber,  but  since  the  Mar- 
ried Women's  Property  Act,  1893  (x),  which  enables  a 
married  woman  to  contract,  whether  she  has  separate 
property  or  not,  it  would  seem  that  this  is  no  longer  so 
and  that  now  the  jobber  would  be  released  from  his^ 
liability. 

A  broker  issuing  a  ticket  thereby  represents  that  th& 
person  whose  name  is  on  the  ticket  is  his  principal^ 
that  he  has  authority  to  bind  him,  that  he  is  a  person 
capable  of  accepting  the  securities,  and  that  he,  the 
broker,  has  authority  to  accept  the  transfer  on  his  ac- 
count so  as  to  bind  him.  If  any  of  these  representations 
is  untrue,  the  broker  is  liable  to  anyone,  to  whom  that 
ticket  passes  in  the  ordinary  course  of  business,  and  who 
incurs  pecuniary  loss  from  trusting  in  the  truth  of  the 
representation  {y).  Apart  from  this,  the  broker  is  in  his 
relations  with  other  members  of  the  Stock  Exchange  a 


(s)  Maxted  v.  Paine  (No.  1), 
L.  E.  4  Ex.  81;  Maxted  v. 
Morris,  21  L.  T.  635. 

(t)  Nickalls  V.  Merry,  tvhi 
sup. ;  Nickalls  v.  Eaton,  23  L, 
T.  6«9;  19  W.  E.  172  ;  Dent  v. 
mc1<:alls,  30  L.T.  644 ;  Heritage 
V.  Paine,  2  Ch.  D.  694. 

(it)  f.  Trevor  V.  Whitworth, 
12  A.  C.  409  ;  Walker  v.  Hack- 
ing, W.  N.,  [1887]  202. 


(iv)  In  re  Earned' 8  Banking 
Co.,  3  Ch.  lOo  ,  Royal  Bank  of 
India's  Case,  4  Ch.  252. 

(r)  56  &  57  Vict.  c.  63. 

(y)  Merry  v.  Nickalls,  L.  E. 
7  Ch.  at  p.  755,  per  Mellish, 
L.  J. ;  Queensland  Investment 
Go.  V.  O'Gonnell,  12  T.  L.  R. 
602. 
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principal,  and,  as  such,  is  liaLle  to  them  for  an}' loss 
arising-  from  the  name  of  one  incompetent  or  un- 
willing to  contract  being  passed  by  him;  and  a  client, 
who  has  eold,  can  insist  on  his  broker  enforcing  such 
claim  agninst  the  buying  broker,  and  can  also  himself 
maintain  an  action  against  the  buying  brokei-   [z). 

The  qtiesfcion  whether  the  jobber  escapes  further  Lunatic 
liabihty  when  the  name  passed  and  accepted  is  that  of 
a  lunatic  has  not  yet  come  before  the  Courts.  It  is  con- 
ceived that  the  jobber  would  be  relieved,  unless  it  was 
found  that  the  broker  who  issued  the  ticket  knew  of  the 
insanity,  and^  because  of  that  knowledge,  had  no 
authority  to  pass  the  name  ;  for  apart  from  such  know- 
ledge the  contract  with  the  lunatic  would  be  a  good 
one  (a). 
There  can  be  Httle  doubt  that  a  broker  who  has  passed  Release  of 

broker  by 
a  name  of  one  competent  and  willing  to  contract  is,  passing  name. 

by  the  acceptance  of  that  name,  relieved  from  further 

liability;  for  on  the  Stock  Exchange,  in  the  matter  of 

passing  names,  no  distinction  is  drawn  between  brokers 

and  jobbers.     Whether  a  client  can  escape  liability  by  Release  of 

0  ^         ■      client  by 

instructing  his  broker  to  pa.ss  the  name  oi   another  m  papsing  name 

place  of  his  own  seems  at  least  doiibtful.    In  Torrington  y°"^^-^J°j,'„  y 
V.  Lowe  (b),  it  was  stated  that  if  he  passed  the  name  of  Lone. 
a  person  competent  and  willing  to  contract  which  was 
accepte(i,  he  was  under  no  further    liability;  but   con- 
siderable doubt  was  thrown  on  this  decisionicj  Maxtedx.  Maeted  v. 
Paine  (No.2)  (r),  where  Blackburn,  J.,  was  inclined  to  ^"«"e  (No.2). 

(2)    Queenaland   Inrpstment  (a)    Imperial  Loan  Coy.   v 

Co.  V.  O'Connell,  ubi  sup.     If  Stone,  [1892]  1  Q.  B.  699. 

the  broker  ai'ts  for  both  buyer  (h)  4  C.  P.  26,  per  Brett,  J., 

and  seller,  and  the  buyer  is  an  ut  p.  35. 

infant,  the   broker  is  respon-  ^c)  L.  E.  6  Ex.  132. 
eible  to  the  seller  =  Tb. 
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tlie    view  that  the  person  instracting  the  broker,  who 
issued  the   ticket,  undertook   to  indemnify  the   ulti- 
mate seller,  if  he  accepted   the  name   on   the   ticket, 
against  all  further  liability.     Howev'er  this  may  be,  it 
is  clear  that,  where  the  name  is  that  of  a  mere  nomi- 
nee of  the  real  purchaser,  the   seller  has   a    right    of 
indemnity  against  the  latter;  for  the  nominee   is  but 
a   trustee  for    him  (d).     This  is  strictly  a  remedy  in 
Equity,   but    it   has  been    suggested    that   there   is   a 
remedy    also     at     Law     (e).     However,    since      the 
fusion  of  law   and  equity  b}'  the  Judioature  Act   this 
distinction  is  immaterial.     The  question  whether  the 
transferee  is  the  real  purchaser,  or  merely  a  nominee  of 
the  real  purchaser,  must  in  all  cases  be  a  question  of 
fact.    If  the  view  suggested  by  Blackburn,  J., is  correct 
it  is,  of  course,  immaterial  whether  the  name  passed  is 
that  of  a  nominee  or  of  a  bond  fide  purchaser  from  the 
issuing  broker's  client;  for  in  both  cases  the    cbent 
would  remain  liable.     But  if  such  view  is  not  correct 
and  by  the  acceptance  of  the  transfer  novation  takes 
place  as  between  ultimate  seller  and  transferee,  the 
question  of  fact  above  referred  to  would  be  of  import- 
ance, for  unless  the  transferee  were  a  mere  nominee  the 
seller  would  have  to  look  to  him  alone  for  his  indemnity. 
In  deciding  whether  a  transfer  is  a  real  one,  the  relative 

((Z)  Castellan  v.  Hohson,   10  v.   Belilios,  [1901]  A.  C.  118  ' 

Eq.  47;    Brown  v.  Black   16  James   v.  May,  L.  E.  6  H,  L. 

Eq.  363 ;  8  Ch.  939.  A  nominee,  328. 

if  called  upon  to  pay  calls,  is  (e)  Mazted  v.  Paine  (No.  2), 

entitled  to  an  indemnity  from  L.  R.  6  Ex.  132,  per  Black- 

the  beneficial  owner :  Hardoon  burn,  J. 
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positions  of  the  parties  aud  t.lieaniounf.  of  the  roiisidera- 
tion  are  elements  to  be  taken  into  consideration  {f). 

The    effect  of  a  uamu    bein^f  t;iven    of  a  person  not  Effect  of 

*  pasBinf  nid 

competent  and  willing  to  contract  is  to  leave  the  person  namo. 

who  has  passed  the  name  liable  to  indemnify  his  imme- 
diate seller;  and  lie  in  turn  has  a  siiiiiiar  remedy  against 
the  person  who  has  passed  the  namo  to  liira;  and  so  on 
until  the  ultimate  purchaser's  broker  is  reached  ;  and  he, 
too,  would  have  a  right  of  indemnity  against  liis  client 
who  provided  him  with  the  bad  name     (g). 

The  nature  of  the  remedy  given  to    the  seller  in  all  Seller's 

remedy, 
these  cases  depends  upon  the  doctrine  that,  as  soon  as 

there  is  a  contract  of  purchase  and  sale,  the  vendor  is 
trustee  for  the  purchaser  of  the  subject-matter  of  the 
sale.  The  seller  is  entitled  to  indemnity  against  any 
liability  in  resjtect  of  what  he  has  sold  !,/i) ;  and,  where 
it  is  still  possible  to  do  so,  the  contract  will  be  enforc- 
ed by  specific  performance. 

Sub-sect.   (ii). — Transfer  and  Registration. 
A  jobber  does  not  in  general  guarantee  regi>?tration,  Begiatratioa 
and  incurs  no  balulity  by  reason    of  the  failure  of  thoaute^dT 
transteree  to  get  himself  registered.     If,  however  the  Jobber. 

{/)  Hyam'a  Case,  1  De  G.  F.  &  Peppercornc  v.  Clench,  26  L.  T. 

J.  75  ;  Budds  Case,  3  De  G.  F.  &  656. 

J.  297;  30   Beav.   li'3.    As  re-         (70  Evans  v.  Wood,  5  Eq.  9 ; 

gards  companies  subject  to  the  Ilodgkinson  v.  Kelly,  6|Eq.  496 ; 

jurisdiction  of  the  Stannaries  Hawkins  v.  Maliby   (No.  2),  6 

Court,     the    Staiuiaries    Act,  Eq.  505  ;  4  Ch.  200  ;  S'/ie/j/terci 

1869  (32  k  33  Vict.  c.  19),  s.  35,  v.  Murphy,  Ir.  Rep.  2  Eq.  544 

contaius    provisions   directed  In  re  Overend,  Gumey  and  Co. 

against  attempts  to  get  rid  of  Musgrave  .f  Hart's  Case,  5  Eq, 

liability.  193,  and  cases    cited  supra; 

(g)  Merry  v.  Nickalls,  7  Ch.  and  see  post,  pp.  226—228 
at   T).  759,  per  James,  L.   J.; 

S.E.  ]2 
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jobber  chooses  to  guarantee  registration,  be  remains 
liable  until  such  registration  takes  place  [i). 

Seller  does  It  may  be  stated  as  a  general  rule  that,  apart  from 

guarantee^  ^'  special   agreement  to   the  contrary,  it  is  the  duty  of  a 
registration,  purchaser  to  get  himself  registered,  and  that  the  seller 
has  done  his  part  when  he  tenders  duly  executed  trans- 
fers,  and  certificates  (fc\  or,  on  the  Stock  Exchange 
certificated  transfers  (I). 

This  is  clearly  so  in  all  Stock  Exchange  dealings,  as 
there  is  a  custom  to  that  effect  (m)  ;  and  it  is  also  so  in 


(t)  Wynne  v.  Price,  3  De  G. 
<&  S.  310 ;  Cruse  v.  Paine,  6 
Eq.  641 ;  4  Ch.  441.  In  Paine 
V.  Hutcldnson,  3  Ch.  388,  an 
action  arising  out  of  the  same 
transaction,  it  was  held  that 
the  jobber  was  entitled,  as 
against  the  defendant,  to 
whom  he  had  sold,  and  who 
had  authorised  his  name  to  be 
passed,  but  had  not  got  on 
the  register,  to  an  indemnity 
against  the  claims  made  upon 
him  by  his  vendor.  Cruse. 
The  question  of  the  release  of 
the  jobber  by  novation  was 
not  considered  in  this  case  ; 
but  owing  to  his  having  gua- 
ranteed registration  he  was 
not  in  fact  released,  and  in 
any  case  the  defendant  would 
have  been  liable  to  Cruse. 

(fc)  Neilson  v.  James,  9  Q.B. 
D.  546 ;  Ward  and  Henry's 
Case,  2  Ch.  431  ;  Skinner  v. 
Gity  of  London  Marine  Insur- 
ance  Co.,  14  Q.   B.   D.    882. 


"  The  only  contract  on  a 
bargain  and  sale  of  shares  is, 
that  the  seller  shall  execute 
a  valid  transfer  of  the  shares 
and  hand  the  same  to  the 
transferee,  and  so  do  all  that 
is  necessary  to  enable  the. 
transferee  to  insist  with  the 
company  on  his  right  to  be 
registered  as  a  member  in 
respect  of  such  shares  "  :  ib., 
•per  Brett,  M.  R. 

{I)  Kule  121. 

(m)  Remfry  v.  Butler,  1  E. 
B.  &  E.  887 ;  Evans  v.  Wood, 
6  Eq.  y  ;  Hodgkinson  v.  Kelly, 
6  Eq.  496  ;  Shepherd  v.  Mur- 
phy,  Ir.  Rep.  2  Eq.  544 ;  Stray 
V.  Russell,  28  L.J. Q.B.  279  ;  29 
L.  J.  Q.  B.  115;  1  E.  &  B. 
888 ;  Taylor  v.  Stray,  2  C.  B. 
N.  S.  175,  197;  26  L.  J.  C.  P. 
185,  287 ;  London  Founders' 
Association  v.  Clarke,  20  Q.B. 
D.  576 ;  Casey  v.  Bentley^ 
[1902]  I  Ir.  Rep.  376. 
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dealincr.s  not  on  the  Stock  Exchange  (»j),  unless  the 
bargain  is  made  with  reference  to  the  Ai-ticles  of  the 
company  whose  securities  are  dealt  in,  utid  thoKo 
Articles  require  the  seller  to  do  all  that  is  essential  to 
the  transfer  (o).  In  any  case,  however,  the  seller 
must  not  do  anything  to  p]*event  the  purchaser  obtain- 
ing registration,  and  is  liable  to  an  action  for  damages 
if  he  does  so  (p). 

Should  the  directors  of  a  company,  having  power  When  direc- 
to  do  so,  refuse  their  consent  to  the  transfer,  the  rule  ^AnjTPtfnae 
above  enunciated  applies,  and  such  refusal  affords  no  their  consent, 
defence  to  a  claim  by  the  seller  against  the  purchaser 
for  specific  performance,  indemnity  or  damages  [n)  (o), 
unless  the  bargain  is  made  with  reference  to    Articles 
requiring  the  seller    to  do  all  that  is  essential  to  the 
transfer,  and  not  on  the  Stock  Exchange  'q). 

The  seller,  on  the  other  hand,  although  the  duty  of  ^^  purchaser 
obtaining  registration  is  on  the  purchaser,  cannot  have  Hmsetf^egis- 

the  contract    rescinded  on  the  t^round  that  the  direc-  tered  seller 

cannot 

tors  have   refused  their   consent  to    the  transfer,  but  rescind, 
must  rest  content  with  the  indemnity  to   which   he  is 
entitled,  and  so  must  take  the  risk  of  having  to  pay, 

(n)  Skinner  V.  City  of  London  is,  it  is  submitted,  no  longer 

Marine     Insurance    Co.,    ubi  law :  see  per  the    same  judge 

sup.  in  Poole  v.  Middletov,  29  Beav. 

(o)    Wilkinson    v.   Lloyd,  7  846  ;  see  also  as    to  this  casf 

Q.  B.  27;   14  L.J.  Q.  B.  165;  Taylor    v.    Stray,    ubi    sup.- 

Stray   v.     Russell,  ubi   eup.  ;  Evant  Y.Wood,  ubi  sup. ;  Faine 

Bermingliam   v.  Sheridan,  33  v.  Hutchinson ,  3  Ch.  388;  and 

Beav.  6o0  ;   10  L.  T.  256.     In  see  Fry  on  Specific  Perform- 

this  latter  case,  Romilly,  M.  ance  (5th  ed.),  pp.  730,  731. 
E.,   decided     that     sales     of  (p)  Hooper  v.  Herts,  [1906] 

shares   were    always     condi-  1  Ch.  549. 
tional  on  the  company  accept-  (q)  See  cases  quoted  in  last 

ing  the  purchaser    but  this  note. 
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by  reason  of  still  being  on  the  register,  calls  which  he 
may  not  be  able  to  recover  from  the  purchaser  o wing- 
to  his  insolvency  (r). 

g  ^j  The  fact  that  a  call  has  been  made  between  the  date 

of  the  contract  and  the  time  for  completion  (s),  or  even 
before  the  contract  was  made  (f),  aifords  no  defence 
to  au  action  by  the  seller  for  non-completion;  nor  does 

Winding-up.  the  fact  that  the  company  has  been  wound  up  before 
account  day  (tt),  or  even  has  already  been  ordered  to 
be  wound  up  at  the  date  of  the  contract  [ic),  afford 
any  answer  to  the  seller's  claim  for  the  purchase- 
money  and  an  indemnity,  even  though  by  the  Com- 
panies Acts  all  transfers  without  the  consent  of  the 
liquidator  are  void,  and  he  refuses  bis  consent  to  the 
transfer.  If,  hmvever,  the  contract  has  been  made 
by  both  parties  in  ignorance  of  the  winding-up  pro- 
ceedings having  already  been  commenced,  the  Court 
will  not  make  the  purchaser  a  contributory,  because 
that  would  be  to  enforce  a  bargain  to  buy  property 

(r)  Casey  Y.  Bentley  iibi  sup.  decided  that  his  previous  de- 
(e)  Hawkins  v.  Maltby  (No.  cision  was  wrong  :  4  Cb.  200. 
1),  3  Ch.  188.  (jt)  Chapman  v.  Shepherd,  2 
(t)  Eaivkins  v.  Maltby  (No.  ^^  p_  228 ;  Biederman  r. 
2),  4-  Ch.  200.  Page-Wood,  Stone;  2  C,  F.  50i;  Xeilsonx. 
v.-  ".,  decided  the  contrary  in  james,9  Q.  B.  D.  546  ;  Cruse  v. 
Hawkins  v.  Maltby  (No.  1),  4  p^ine,  6  Eq.  641  ;  4  Cii.  441. 
Eq.  572  ;  but  his  decision  was  ^v^en  the  failure  to  obtain  re- 
reversed  on  appeal  on  other  gistration  before  winding-up 
grounds,  and  Lord  Chelms-  jg  ^ue  to  delay  on  the  part  of 
ford  said  that,  if  necessary  tj^g  purchaser,  the  winding- 
he  would  have  reversed  the  ^p  jg  ^  fortiori  no  defence  : 
V.-C.'s  decision  on  this  point  Evans  v.  Wood,  5  Eq.  9 ;  Paine 
(3  Ch.  188) ;  and  in  the  fur-  ^_  Hutchinson.  3  Ch.  388. 
ther  litigation  between  the  (^^,)  R^^clge  v.  Bowman,  L.R. 
same  parties,  Page- Wood,  3  q_  3,  689. 
V.C.,  hen  Lord  Hatherley,  C, 
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which,  uuknown  to  tlie  parties,  had  been  destroyed 
before  the  bargain  \v;is  made  (x). 

If  a  seller  of  nhares  on  the  Stock  I]xchange  is  made 
a  contributory  in  the  winding-up,  either  as  a  present 
or  a  past  member,  the  purchaser  from  him  will  be 
ordered  to  indemnify  him  ((/), 

In  such  of  these  various  events  as  give  the  purchas- 
er no  answer  to  a  claim  by  the  seller  for  the  purchase 
price,  the  purchaser's  broker  is  entitled  to  make  pay- 
ment in  accordance  with  his  obligation  upon  the  Stock 
Exchange,  and  to  be  indemnified  for  so  doing  by  his 
client  (2). 

The  actual  completion  is  effected  by  the  seller  })la-  I'ranafer. 
cing  tiie  purchaser  in  a  positiou  to  become    the    legal 
owner  of  the    securities  (a).     In  the    ordinary  course 
this  is  done    by  the    seller  making   a  transfer  in    the  * 

method  appropriate  to  the  particular  class  of  security 
in  question  (6)  in  exchange  for  payment  by  the  pur- 
chaser of  the  price. 

In  Stock  Exchange  dealings  it  is  the  custom  for  the  On  Stock 
seller's  broker  to  prepare  the  transfer.  In  view  of  this  prlpa^red^bv 
custom  and  of  Rule  118  it  is  conceived  that  the  old  ^^"^^''* 

broker, 
cases,  which  decided  that  the  tender  of  a  transfer  by  ^j^j  ^gggg. 

the  purchaser  was  a  condition  precedent  to  any  rig-ht  ^I'stinction 

^  .  ^  ^        a        hf'tween 

of  action  for  non-delivery  (c),  are  no  longer  of  author-  dcaiinRe  on, 
ity  where  the  dealings  have  taken  place  on  the  Stock  g"ock  '  '  * 
Exchange.     AV'here  the  dealings  have  not  taken  place  Exchan^fe. 

(af)  Einmeraona  Case,  1  Ch.  (a)  Hunt  v.    Crunn,  13    '.  B. 

433  ;     see    ptr     Page- Wood,  N.  S.  226 ;  7  L.  T.  277. 

L.  J.,  Pauie  V.    Hutchinson,  3  (6)  Ante,  Chap.  II. 

Ch.  388,  at  p.  391.  (c)  Stephens  v.  De  Medina.  4 

(y)  Evans  v.  Wood,  6  Eq.  9.  Q.  B.  422;    Boivlhy   v.  Bell,   3 

(a)  Taylor  v.  Stray,  26  L.J.  C.  B.  284;  16  L.  J.  C.  P.  18. 

C.  P.  I80,  287 ;   2  C.  B.  N.  8. 

175, 197. 
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on  the  Stock  Exchange,  or  subject  to  its,  or  to  similar,, 
rules,  these  cases  would  still  seem  to  be  authority  for 
saying    that  the  duty  of  preparing  and  tendering  a 
transfer  is  on  the  purchaser. 
Price  on  Owiug  to  the  system  of  passing  names,  the  amount 

transfer ;  that        r,  • -,  ,        ,  . 

paid  by  *o  be  paid  by  the  ultimate  purchaser  is  hardly  ever  the 

pur^aser.       ^^^^^    as   that  to  be  received  by  the  ultimate  seller. 
Tiie  consideration  appearing  on  the  transfer,  which  is 
prepared  by  the  ultimate  purchaser's  broker,  is  in  the 
ordinary  course  the  price  marked  on  the  ticket,  that  is, 
the  price  the  purchaser  is  going  to  pay ;  and,  for  the 
purpose  of  stamp  duty,  this  price  governs  tlie  amount 
of  duty  payable  {d).     There   is  upon   most    forms  of 
transfer  a  note  to  the  effect  that  there  may  be  a  differ- 
ence between  the  consideration  stated  in  the  transfer 
and  the  price  to  be  received  by  the  transferor.     Where 
this  form  of  transfer  is  used,  the  transferor  is  bound, 
by  custom,  to  execute  the  transfer,  notwithstanding: 
such  difference  in  price  (e).     Without  such  a  note,  the 
custom  probably  would  not  be  binding  on  a  person 
contracting  in  ignorance  of  it,  for  it  would  be  making 
the  transferor  state  an  untrue  consideration  for  his 
sale  (e),  and  perhaps  acknowledge  the  receipt  of  more 
than  he  has  in  fact  received.     When  the  transfer  ha& 
to  be  by  deed,  it  must  be  filled  up  in  all  material  parts 
when  executed  an'd  delivered  (f).     Therefore,  in  such 
case,  a  transfer  with  the  consideration  left  blank  is 
void,  and  gives  no  title  to  the  transferee;  nor  has  the 

(d)  54  and  65  Vict.  c.  38,  s.  58         (e)  Case  v.  McClellan,  25  L. 

(4).     The  duty  is  58.  for  each  T.  753;    20   W.  R.    113;   see 

501. ; .  ib.    Schedule   I.,   "  Con-  also  Mewburn  v.  Eaton,  20  L. 

vevance  or  Transfer."      This  T.  449. 
duty  is  payable  by  the  pur-  (/)  Ante,  pp.  32,  160. 

chaser. 
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transferee  any  authority  to  fill  up  the  blank  (gr).  An 
alletjod  custom  that  a  blank  transfer  shall  bo  good 
delivery  is  bud  (7). 

Sdb-sbct.  (iii). — Wabranty  of  Title. 
By  the  old  Common  Law,  a  seller  did  not,  in  the  Common 
absence  of  custom  or  particular  circumstances,  warrant  ^^' 
that  he  had  a  good  title  to  dispose  of  what  he  sold  (h). 
On  this  ground  it  has  been  decided  that  if,  after  a  sale 
of  securities,  it  is  discovered  that  the  seller  had  no  title 
to  dispose  of  them,  and  the  purchaser  in  consequence 
is  deprived  of  his  securities,  the  purcliaser  can  recover 
back  what  he  paid,  as  on  a  consideration  which  has 
failed  {i),  but  nob  any  damages  he  may  have  suffered 
by  reason  of  the  loss  of  the  securities,  such  as  profit 
accrued  owing  to  a  rise  in  the  price  (/r).  But  in  a 
subsequent  case  it  was  said  that  there  were  so  many 
exceptions  as  to  "have  well-nigh  eaten  up  the  rule" 
(I) ;  and  it  is  probably  correct  to  say  that  the  Common 
Law  has  changed,  and  that  a  sale  of  personal  chattels 
implies  an  afhrmation  by  the  veiulor  that  the  chattels 
are  his,  and  that,  therefore,  he  warrants  the  title, 
unless  it  is  shown  by  the  facts  and  circumstances  of 
the  sale  that  the  vendor  did  not  intend  to  assert  owner- 
ship, but  only  to  transfer  such  interest  as  he  might 
have  (m).     When  the  transfer  is  by  deed,  a  warranty 

ig)  Tayler  v.  Great  Indian  Cole,    '6   Bing.    K.  C.    72-t;    4 

Peninsula  Bail.  Co.,  28  L.  J.  Scott,  489. 

Ch.  28:),  709;  4  De  G.  <t  J.  5^9.  (?)  Sims   v.  Marryat,  17  Q. 

(h)  Morley  v.  Attenhorough,  B.    281,   at  p.  291,   per   Lord 

3  Ex.  500.  Campbell. 

(t)  Plati  V.   Eoire,  2ti  T.  L.  (m)  Benjamin  on  Sale  (5th 

B.  49.  ed.),   pp.    601,   (502;   and   see 
(fc)  Westropp  V.  Solomon,  8  Eicholz  v.  Bannister,  34  L.  J. 

C.  B.  ;U5;  and  see  Young  v.  C  P.  105;  17  C.  B.  K.  S.  708. 
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Convejano- 
ing  Act. 


On  sf.  le  of 
Stock 
Exchange 
eeourit  ies 
deliverable 
by  deed  ; 
Rule   112. 


(^f  title  is  implied  if  the  necessary  words,  e.g.,  "  bene* 
ficial  owner  "  are  inserted  in  the  deed  {n).  Where  such 
a  warranty  is  implied,  the  damage!?,  which  were  refused 
in  the  case  of  Westro'p'p  v.  Solomon^  would  be  recover- 
able for  breach  of  the  warranty. 

In  Stock  Exchange  bargains  this  question  is  dealt 
with,  so  far  as  concerns  securities  transferable  by  deed, 
by  Eule  112 — "a  piece  of  crabbed  Eng-lish,  and  diflB- 
cult  to  understand'^  (o) — which  has  been  held  to  mean 
that  the  seller  remains  responsible  for  the  genuineness 
and  regularity  of  the  documents  delivered  by  him.  (p). 
Under  this  rule  the  Committee  will,  at  any  time  before 
the  expiration  of  a  reasonable  time  for  the  purchaser 
to  get  himself  registered,  adjudicate  upon  any  dispute 
which  may  arise  as  to  the  genuineness  and  regularity 
of  documents  delivered.  After  the  expiration  of  this 
reasonable  time,  the  Committee  will  not,  in  the  absence 
of  fraud,  take  cognisance  of  any  dispute  as  to  title  until 
the  "legal  issue"  has  been  decided  {q). 

The  exact  meaning  of  the  words  "until  the  legal 
issue  has  been  decided"  is  not  very  clear.  It  certainly 
includes  the  decision  of  the  question  of  title  in  an  action 
at  law  between  the  real  principals  to  the  transaction, 
that  is  to  say,  the  persons  for  whom  the  shares  were 
sold  and  bought,  and  that  notwithstanding  that  the 


(w)  Conveyancing  Act,  1881, 
s.  7.  Such  warranty  is  implied 
in  all  sales  of  goods  (Sale  of 
Goods  Act,  1893,  e.  12),  but 
securities  are  not  goods. 

(o)  Smith  V.  Reynolds,  66  L. 
T.  808,  at  p.  811,  per  Fry,  L.J. 


(P)  lb. 

((7)Seerefu8all)y  Committee 
to  adjudicate,  referred  to  in 
Waterliouse  v.  London  and 
South- Western  Bail.  Co.,  41  L. 
T.  563. 
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persons,  wlio  were  the  parties  to  the  dispute  before 
the  Coinniittee,  were  not  parties  to  the  action  (r). 

The  effect  of  the  rule  is  that,  where  ilocuinents  which  Curnmittee 

.  J  XI        Oi.      1    compels  each 

are  not  genuine  have  been  delivered  upon  the  otocK  geiii„g 
Exchange,  and  the  purchaser,  in  consequence,  is  either  Jl^^^g^^gQ^*^ 
unable  to  get  himself  registered,  or,  liaving  obtained  delivery, 
registration,  has  been  removed  from  the  register  as  the 
result  of  a  legal  decision,  the  Committee  will,  as  be- 
tween the  members  who  have  participated  in  the  trans- 
acti''>n,  compel  each  vendor  to  make  good  delivery  to 
his  purchaser,  and  so  ultimately  cast  the  loss  uj)on  that 
member  who  first  sold  the  spurious  securities.     The  Harker  v. 
member,  so  made   responsible  upon   the   btock   h^- Smitkr. 
change,  is  entitled,  if  he  has  acted  in  the  matter  for  a  ^«i/"oi<i«. 
client,  to  recover  from  that  client,   in  an  action  for 
indemnity,    what  he    has    been    compelled    by    the 
decision  of  the  Conunittee  to  pay  {s). 

The  cfise  of  Wesfropp  v.  Solomon  {t),  which  seetus  Westroppv. 
at  first  sight  to  conflict  with  the  decisions  or  bimth  v.  tinguishabie, 
Reynolds  and  Harl-er  v.  Edv.ards,  was  decided  upon 
its  own  special  facts,  and  is  probably  distinguishable 
upon  the  ground  that  no  rule  of  the  Stock  Exchange, 
making  the  seller,  in  effect,  warrant  the  genuineness 
of  documents,  was  before  the  Court. 

The  last  part  of  Rule  104  provides  that  the  seller 
shall  bear  the  reasonable  expenses  of  the  legal  pro- 

(r)  Smith  v.  Reynolds,   ubi  suilicient  tliat  the  legal  issue 

Slip.    But  it  has  not  yet  been  has  been  decided  by  udmission 

decided  whetlieritisnecessary  of  tlie  parties, 

in    order  to  found  the  juris-  (s)  Harker  v.  Edirards,  57 

diction  of  the  Committee  under  L.J.Q.  B.  147;    Smith  v.  Kb  y- 

this  rule,  tliat  the  decision  of  nolds,  iihi  sup. 

a    Court  of  law  should  have  (t)  8  C.  B.  345. 
beenobtaitied,  or  whether  it  ia 


Rule  125. 
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ceodings  to  determine  the  "  legal  issue.  "  This,  pre- 
sumably, means  that  where  the  person  complaining  to 
the  Committee  has,  in  order  to  found  their  jurisdiction, 
been  put  to  expense  in  obtaining  a  legal  decision,  the 
Committee  will  make  the  seller  pay  that  expense  as 
part  of  the  damages  suffei-ed. 
On  sale  111  the  case  of  bearer  securities,  the  matter  is  dealt 

eecuritiep;  with  by  Rule  125.  The  seller,  that  is,  the  ultimate 
seller  on  the  Stock  Exchange,  is  responsible  for  the 
genuineness  of  securities  delivered;  and  in  case  the 
deliverer  dies,  defaults,  or  ceases  to  be  a  member,  this 
responsibility  attaches  to  the  member  to  whom  he  sold^ 
who  in  turn  becomes  the  deliverer  for  the  purpose  of 
this  rule.  Under  this  rule  the  deliverer,  or  his  estate, 
would  presumably  remain  liable,  notwithstanding  his 
death,  default,  or  ceasing  to  be  a  member;  but  the 
member  aggrieved  would  be  allowed  the  alternative 
of  recovering  against  the  first  solvent  seller  who 
remained  a  member.  A  broker,  having  to  pay  under 
this  rule,  has  a  right  of  indemnity  against  a  client 
who  has  caused  him  to  deliver  the  documents  (w). 

A  member  of  the  public,  who  has  suffered  loss 
through  receiving  documents  which  are  not  genuine, 
will  thus  be  able  to  recover  his  loss  from  the  seller's 
broker,  or,  failing  him,  from  the  last  solvent  member 
on  the  "trace";  for  this  is  his  broker's  right  under 
these  rules,  and  he  could,  it  is  submitted,  compel  his 
broker  to  enforce  this  right  on  his  behalf. 

Sub-sect.  (iv). — Payment. 

Where  a  ticket  has  been  issued  by  the  purchaser  of 
any   securities,   the  payment  of  the   price  is  not,  as 

(«)  On  the  principle  of  Smith  v.  Reynolds,  66  L.  T.  808. 
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"between  the  mcMnbers  wlio  have  dealt  therein,  made  in 
one  sum.  As  has  been  explained  elsewliere,  part  of 
the  purchase  price  may  have  been  paid  by  way  of 
differences,  which  are  settled  upon  account  day  and 
irrespective  of  any  actual  delivery  or  transfer  of  the 
securities.  In  such  a  case,  the  payment  which  remains 
to  be  made  upon  the  actual  completion  of  the  bargain 
is  either  the  making-up  price  or  the  price  on  the  ticket, 
as  the  case  may  l)e.  This  has  to  be  paid  by  the 
purcliasing  member  either  by  cheque  upon  a  clearing- 
house bank,  or,  if  the  seller  so  requires  {ir),  in  bank 
notes.  Bn^  witli  these  details  the  client  has  generally 
no  concern. 

It  is  customary  for  a   broker   to   (deliver   securities  Cufit.m  to 

J       ,  J    -i.    •    take    niiui- 

against  another  members  crossed  cheque;  and  it  is bers' cheques 

not  nesflierence  for  him  to  do  so  without  first  inquiring  T^''*^P^' 
°    t^  1  c-  inquiry. 

if  the  other  member  has  assets  to  meet  the  cheque  (jr). 

The  client,  when  a  purchaser,  must  put  his  broker  Client  must 
in  funds  by  account  day,  to  enable  him  to  pay  tlie  f^^^jg^^gf^J^.^'^ 
whole  purchase  price  for  the  securities  when  tendered  account  day. 
to  him  {y);  and  the  broker,  on  receiving  the  securities^ 
must  hand   them  to  his  client,  and,  if  he  delays  un- 
reasonably    in    so     doing,    and     hie   client    thereby 
Buffers  loss,  he  may  be  made  liable    in    an  action  for 
damages  (.t). 

The  method  in  which  payment  is  to  be  made  between 
a  client  and  his  broker  is  a  matter  for  arrangement 
between  them,  the  rule  as  to  cheques  1  aving  no 
application  except  as  between  members. 

(to)  Rule  94.  }[acf>un  v.  Erskine  Oxenford, 

(x)  Mocatta  v.  Bell,  21  Beav.  [1901]  2  K.  B.  493,  at  p.  ,=.01, 

585  ;  27  L.  J.  Ch.  237.  per  Vaughan  Williams,  L.  J. 
(y)  Stock  and  Share  A  nction  (z)  Benjamin  v.    Barneli,  S 

Co.  V.  Galmoye,  3  T.L.R.  808 ;  Com.  Cas.  244. 
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It  being  a  well  known  practice  on  the  Stock  Ex- 
change that  shares  to  make  up  any  particular  quantity 
may  be  obtained  from  more  than  one  ultimate  vendor, 
a  purchaser  is  not  entitled  to  refuse  a  delivery  consist- 
ing of  a  part  only  of  the  shares  purchased  by  him. 

Where  the  client  is  a  seller,  he  must  put  his  broker 
in  possession  of  the  secuiities  in  time  to  enable  him  to 
make  delivery  within  the  time  allowed.  The  client  is 
entitled  to  receive  the  purchase  price  from  his  broker, 
when  the  broker  has  been  paid  by  the  person  to  whom 
the  sale  has  beeu  made,  and  not  before. 

Can  non-  -^  question  might  arise  as  to  whether  a  non-member, 

member  in-     .^^j^^^  ^las  effected  a  purchase  or  sale  throuyh  a  broker 

sist  on  com-  -^  - 

pie  ting  direct  upon    the     Stock     Exchange,    is    entitled,    if    he    so 

with  jobber?      ^        .  .        .  ^    •       ^  ■         ^       •  IxJ 

Discussed.  desires,  to  insist  upon  his  bargain  being  completed 
with  himself  direct  by  the  member  with  whom  he  has 
dealt,  and  without  the  further  intervention  of  the 
broker.  This  is  constantly  done  in  cases  where  the 
broker  has  defaulted,  and  consequently  ceased  to  be 
a  member,  but  the  point  has  never  been  decided  in  a 
case  in  which  the  broker  has  not  been  declared  a 
defaulter.  By  Rule  95  no  member  need  take  a  refe- 
rence for  payment  to  a  non-member,  and  no  member 
sh^^l  h'  liged  to  pay  a  non-member  for  securities 
hov.^iA  .  he  first  part  of  this  rule  seems  to  aim  at 
preventing  a  broker,  who  by  the  rules  is  personally 
responsible  upon  the  Stock  Exchange,  from  attempting 
to  rid  himself  of  his  liability  by  referring  the  member 
with  whom  he  has  dealt  to  a  non-member  for  payment. 
This  merely  enunciates  the  elementary  principle  of 
law  that,  where  a  man  has  entered  into  a  contract  in  his 
Own  name,  and  upon  which  he  is  personally  respon- 
sible, he  cannot,  without  the  consent  of  the  other 
contracting  party,  rid  himself   of    that    liability    by 
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directing  that  oilier  to  look  for  payment  to  someone 
else  (a).  The  second  part  of  the  rule,  however,  is, 
if  it  be  hehl  to  bind  :i  non-member,  conclusive  atjainst 
any  right  in  a  nun-member  to  tender  securities  to  a 
member,  and  demand  payment  to  himself  direct  for 
the  same.  The  rule  does  not  deal  with  the  converse 
case  of  a  non-member  tendering  payment  to  a  member, 
and  demanding  delivery  to  himself  of  the  securities 
purchased  by  liim  through  his  broker;  but,  no  doubt, 
this  omission  is  covered  by  custom.  Whether  such 
rule  or  custom  is  reasonable  (b)  seems  doubtful.  On 
the  one  hand,  such  an  intervention  by  a  client,  as  that 
here  under  discussion,  would  completely  upset  all 
the  complicated  arrangements  for  settlement  by  pay- 
ment of  differences  and  so  on,  and  would  necessitate 
an  entire  reafljustment  of  all  the  transactions  between 
intermediarifs  which  had  been  closed  by  such  pay- 
ments. It  would  also  have  the  effect  of  depriving  the 
broker  of  any  lien,  which  he  might  otherwise  acquire 
if  the  securities  came  into  his  hand  (c).  On  the  other 
hand,  one  result  of  the  working  of  this  practice  would 
seem  to  be  unreasonable,  for,  in  the  case  of  sale  by  the 
broker,  the  member  whose  duty  it  was  to  make  pay- 
ment would,  upon  completion  by  the  broker,  pay  him 
by  cheque  upon  a  clearing-house  bank,  w^th  the  result 
that  the  proceeds  of  that  cheque,  which  in  fact  belong 
to  the  client,  might  never  reach  the  broker's  account 
at  all,  but  be  set  off  in  the  clearing-house  against 
other  liabilities  of  the  broker,  not  only  to  the  member 
to  whom  he  had  sold,  bm  to  all  other  members  with 

(a)  See  Leake  on  Contract      p.  127. 

(6th  ed.),  p.  353.  (c)  As    to     lien,     see    poit, 

(b)  As  to    whether   a   rule       p.  222. 
must  be  reasonable,  see  ante. 
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whom  he  had  dealt.  Also,  in  the  case  of  a  purchase 
through  a  broker  of  bearer  securities,  it  might  under 
some  circumstances  be  most  unfair  to  the  client  to 
insist  upon  his  allowing  such  securities  to  come  into 
the  hands  of  his  broker,  as,  for  instance,  if  the  client 
had  reason  to  believe  that  the  broker  would  misap- 
propriate them.  It  may  be,  however,  that  this 
question  does  not  depend  upon  rule  or  custom.  The 
broker  has  undoubtedly  conferred  upon  him,  by  the 
order  given  to  him  to  buy  or  to  sell,  an  authority  to 
take  delivery  and  pay,  or  to  give  delivery  and  receive 
the  purchase-money.  This  authority,  if  coupled  with 
an  interest,  is  irrevocable  (d).  It  has  never  been 
decided  that  the  authority  of  a  stock  broker  is  irrevo- 
cable ;  but  it  has  been  laid  down  that,  if  a  principal 
employ  an  agent  to  do  a  legal  act,  the  doing  of  which 
may  in  the  ordinary  course  of  things  put  the  agent 
under  the  obligation  to  pay  money  to  another  on  ac- 
count of  his  principal,  and  the  agent  before  revocation 
acts  upon  the  authority,  and  incurs  the  obligation,  the 
authority  ceases  to  be  revocable  (e).  By  making  the 
bargain  on  the  Stock  Exchange,  the  broker  makes  him- 
self personally  responsible  to  complete  it  himself,  and 
renders  himself  liable  to  be  declared  a  defaulter  if  he 
does  not  complete  it.  His  authority  to  complete  could, 
therefore,  not  be  revoked  by  the  client,  in  the  sense  that 
the  client  could  not  order  him  not  to  pay  for  securities 
bought,  or  deliver  securities  sold,  or  refuse  to  indem- 
nify him  if,  in  spite  of  his  client's  prohibition,  he  bim- 

{d)  Smart  v.  Sando.rs,  5  0.  independently  and  the  interest 

B.  895.  This  doctrine  is  how-  of  the  donee  arises  afterwards 

ever  limited  to  cases  where  and  immediately,  il  at  p.  918. 
the    authority    is    given   as  (e)  Bead  v.  Anderson,  13  Q. 

security  and  does  not  apply  B.  D.  779.  Taylor  v.  Stray,   2 

when  the  authority  is  given  C.  B.  N.  S.  175,  197. 
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self  completed  the  contract  to  avoid  the  consequences 
of  making  dufanlt.  13ut  this  leaves  open  the  question 
whether  the  client  could,  while  not  in  any  way  declin- 
ing to  complete  the  contract,  say  to  the  broker,  "  I 
shall  complete  this  contract,  but  shall  do  so  myself, 
and  not  through  you.''  If  the  rule  and  custom 
referred  to  above  are  reasonable  and  binding,  they 
would  prevent  the  client  from  completing  direct  witb 
the  jobber  to  the  exclusion  of  the  broker,  if  they  are 
held  to  be  unreasonable,  the  only  legitimate  interest 
of  the  broker  in  the  transaction,  upon  which  reliance 
could  be  placed  to  show  that  the  broker's  authority  to 
complete  was  irrevocable,  would  be  the  broker's  in- 
terest to  have  the  contract  completed,  so  as  to  release 
him  from  his  })ersoual  liability  thereunder.  By  com- 
pleting direct  with  the  jobber,  the  client  wcmld 
extinguish  the  broker's  liability,  and  thus  extingi;ish 
the  interest  as  well  ;  and  the  broker's  authority 
would  then  no  longer  be  irrevocable.  It  should  be 
borne  in  mind  that,  under  some  circumstances,  the 
broker's  tiuthority  might  be  coupled  with  another 
interest,  as,  fur  instance,  if  the  client  owed  the 
broker  money,  and  instructed  him  to  sell  securities 
and  reimburse  himself  out  of  the  proceeds.  Such 
an  authority,  however,  would  only  arise  as  the  result 
of  special  agreement.  There  might,  of  course,  be 
cases  in  which  no  such  difHculties  would  arise.  For 
instance,  if  a  broker  held  securities  belonging  to  a 
client  in  circumstances  in  which  a  lien  attached  to  the 
securities  for  money  owing  to  the  broker,  and  the 
broker  contracted  to  sell  such  securities  for  his  client, 
the  client  would  not,  in  any  event,  be  entitled  to  insist 
upon  the  jobber  paying  him  direct ;  bec.iusethe  broker 
■would,  apart  from  any  special  rules    or   customs,    be 
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entitled  to  refuse  to  deliver  up  the  securities,  except 
upon  the  terms  of  his  lien  being  first  discharged.  The 
law  is  that,  when  an  agent  is  authorised  to  receive 
payment,  the  principal  may  intercept  it  by  giving 
notice  to  the  debtor,  before  the  money  is  paid,  not  to 
pay  the  ageut;  and,  in  such  case,  if  the  agent  has  no 
superior  right,  from  a  lien  or  otherwise,  any  subsequ- 
ent payment  made  to  the  agent  would  be  invalid  (f)  ;. 
but,  if  the  agent  has  a  lien  or  other  interest,  he  is 
entitled  to  protection  against  his  principal  to  that  ex- 
tent (g).  If  the  client  first  discharged  the  lien  by 
^  payment,  the  same  difficulties  would  arise  as  are  dealt 

with  above. 

Clients  have  sued  jobbers  direct  in  respect  of  the 
contracts  entered  into  for  them  by  their  brokers  [h) ; 
but  the  point  here  under  discussion  was  not  raised  in 
any  of  these  cases  (*') . 

It  has  been  held  that  where  the  client's  account  is 
a  speculative  one,  resulting  only  in  differences,  he 
cannot  discharge  his  liability  to  his  broker  by  paying 
a  jobber  with  whom  the  broker  has  dealt.     This  deci- 

(/)  Morris  v.  Cleasby,    1  M.  members  principals,  and  only 

&S.  576;  Story    on   Agency,  recognising  them,   does   not 

s.  429.  take  away   the   right   of  the 

(g)  Story  on  Agency,  s.  429  real  principal  to  sue,  in    res- 

(li)  E.g.,  Union  Corporation  pect  of  his  own  rights,  in  his 

V.  Gharrington,  8    Com.    Cas.  own  name  {Langton  v.  Waiter 

99  ;  Stray  v.  Russell,  1  E.  &  E.  6  Eq.  165) ;  but  this  case  does 

888  ;  28  L.  J.  Q.  B.  279  ;  29  L.  not  seem  to  affect    the   ques- 

J,    Q.    B.    115 ;    Mortimer   v.  tiou  whether  a  principal  can 

McCallan,6   M.  &   W.  58  ;    9  intervene  in  the  manner  here 

L.  J.  Ex.  73  ;  Russell  v.    Ben-  discussed:  see  also  Hmyiphrey 

digo   Goldfields,  'The  Times,'  v.  Lucas,  2    C.    &    K.    162;. 

Nov.  28th,  1896.  HawUns  v.  Pearse,   9   Com. 

(i)    'L'he     rule   making    all  Cas.  87. 
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sion  was  based  upon  the  i^ro  nid  that,  in  such  a  case, 
the  client  must  be  taken  to  have  agreed  tliat  the 
differences  should  be  settled  in  the  way  usual  upon 
the  Stock  Exchange  in  speculative  transactions,  and  to 
have  agreed  to  be  lueri-ly  a  creditor,  or  debtor,  of  the 
broker,  as  the  case  may  be,  for  tlio  balance  resulting 
from  the  aggregate  of  his  transactions  through  the 
broker  (k).  The  grounds  of  this  decision  conHne  its 
authoi'ity  to  cases  where  the  account  is  a  purely  spe- 
culative one ;  it,  therefore,  does  not  seem  to  alfect  the 
general  question  of  the  client's  right  to  complete  direct 
with  the  jobber  in  an  ordinary  case. 

A  broker  who  has  sold  securities   and   received  the  Broker  re- 
price, must  make  payment  to  the  owner  thereof,  or  to  mustTpay"  * 

some  agent  authorised  to  receive  payment    on  his  be-  °^^°®''  ^.''' 

,  '^    *'  Becnrities  or 

half.  Authority  in  an  agent  to  receive  payment  may  be  his  autl  oria- 
of  one  of  three  kinds  :  either  express;  or  implied,  as  ^  ^^^^ 
by  a  usage  of  trade  ;  or  ostensible,  that  is  to  say, 
conferred  by  some  action  on  the  part  of  his  principal, 
whereby  he  is  held  out  as  having  such  an  authority 
(Z).  If  a  broker  should  pay  some  one  otlicr  than  the 
owner,  or  his  agent  soauthorisfd,  and  the  money  does 
not  come  into  the  owner's  hands,  the  broker  would 
have  to  pay  over  again. 

A  broker  is    oft;en    instructed    to    sell   by   one   of  Broker 
several  co-owners,  such  as  trustees,  or  by  an  agent  J^eS^eevet^ 
for  the  owner  or  owners,  such  as  a  solicitor  or  banker.  ai'^Towof"* 
It  by  no  means  follows  that,  because  a  broker  is  in- 
structed to  sell  by  a  certain  person  he  is   entitled  to 
pay  that  person,   and  so  discharges  himself  from  lia- 
bility.     It  has  been  said  that  there  is  a  custom  thj't  a 

(k)  R^  Woodd,  Er.  p.  King,  (L)  Morel  \.    Westmoreland, 

82  L.  T.  504.  [1903]  1    K.    B.    rt4 ;    [1904] 

A.  C.  11. 
S.E.  13 
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Authority  to 
pay  agent. 


Effect  of 
entrusting 
fcife"t  with 
documents. 


Pea,rso9,  v. 
Scott. 


broker  need  only  recognise  the  person  instructing- 
him  ;  but  such  custom,  if  it  exists,  is  unreasonable,  and 
does  not  bind  any  one  who  is  ignorant  of  it  (m). 

No  authority,  implied  or  ostensible,  to  receive  pay- 
ment {n)  is  conferred  upon  anagent,  instructed  to  sell, 
and  acting  for  a  disclosed  principal  (o),  by  the  fact 
alone,  that  such  instructions  have  been  given  to  him. 
But  such  authority  may  be  given  by  the  position  of  the 
particular  agent,  or  by  some  other  circumstances. 
Tlius,  a  broker  on  the  Stock  Exchange  is  an  agent 
who  is  held  out  as  having  authority  to  receive  pay- 
ment from  those  to  whom  he  has  sold;  for  it  is  part 
of  the  regular  business  of  a  broker  to  complete  bar- 
gains for  his  clients  (p). 

It  has  been  said  that,  where  an  agent  is  entrusted 
with  documents  which  enable  him  to  complete  a  sale^ 
he  is  held  out  as  having  authority  to  receive  the 
money.  So  where  a  solicitor  was  given  certificates, 
and  transfers  containing  a  receipt  for  the  purchase- 
money  signed  by  the  owners  of  the  securities,  and 
transmitted  them  to  a  broker,  who  had  sold  on  his 
instructions,  and  the  broker  paid  part  of  the  money 
arising  from  the  sale  to  the  solicitor,  and  the  latter 
absconded.  Fry,  J.,  said  :  "  That  would,  in   my    judg- 


(m)  Blackburn  v.  Mason,  68 
L.  T.  610  ;  Pearson  v.  Scott,  9 
Oh.  D.  'i98. 

(n)  See  Leake  on  Contract 
(6th  ed.),  p.  360;  Story  on 
Agenoy  ss.  84,  109  ;  Mynn  v. 
loliffe,  I  M.  &  R.  326; 
Baring  \.  Carrie,  2  B.  &  Aid. 
137.  In  Capel  v.  Thornton,  3 
C.  &  P.  352,  Lord  Tenterden, 
C  J.,  said  :  "  A  power  to  sell 


goods  includes  a  power  to  re- 
ceive payment"  ;  but  this  la 
probably  to  be  explained  by 
the  facts  of  the  particular 
case. 

(o)  Campbell  v.  Hassall,  1 
Stark.  233. 

(p)  Magnus  v.  Queensland 
National  Bank,  37  Ch.  D,  4>66, 
per  Cotton  L.  J.,  at  p.  474. 
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■ment,  import  an  authority  in  the  person  who'  was 
allowed  to  transmit  these  receipts,  himself  to  receive 
payment  in  money  "  {q). 

Tt  is,  however,  to  be  observed  that  this  dictum  was 
obiter,  as  no  claim  was  beinq;  made  in  respect  of  the 
money  which  was  actually  paid  to  the  solicitor;  and 
it  seems  to  conflict  with  the  cases  where  solicitors  have 
been  entrusted  with  documents  of  title  to  land,  and 
receipts  signed  by  their  clients,  and  yet  have  been  held 
not  entitled  to  receive  payment  on  their  behalf  (r\ 

This    dictum    can   now    be   supported   on    another  Solicitors 
ground;  namely,  that  by  the  Conveyancing  Act  of  1881,  voyancing 
a  solicitor,  who  is  entrusted  with  a  deed  containing   a  "  ^  apP'es- 
receipt   for  purchase-money,  is   autliorised  to  receive 
payment  for  a  client,  and  gives  a  good  discharge  there- 
for (s).    But  this  applies  to  solicitors  only;  and  whether 
one  of  several  trustees,  or  a  banker  or  other  agent,  is, 
by  being  entrusted  with  such  documents,  authorised 
personally  to  receive  payment  seems  open  to  doubt. 
In  a  case  where  the  agent  was  a  country  broker,  it  was 
assumed  that  he  had  such  authority ;  but  here  also  it 
was   unnecessary  to  decide  the  point,   and  no  actual 
decision  was  given  upon  it  ^t).     It  seems  probable  that 
a  country  broker  would  from  his  position  have  such 
authority. 

The  transferor  of  inscribed  securities  transferable  at  Power  of 
banks  usually  gives  a  power  of  attorney  to   some   one 
to  attend  and  makes  the  transfer  on  his  behalf,  and  W 
receive  the  consideration  money  and  give  receipts  (u). 

iq)  Pearson  v.  Scott,  9  Cli.  (»)  44  &  45  Vict.  c.  41,  s.  56. 

D.  ir*8,  at  p.  204.  (t)    Crossley    v.      Magniac, 

(r)  Viney  v.   Chaj^man,  27  [1893]  1  Ch.  594,  at  p.  600. 
L.  J.  Ch.  434;  2  De    G.  &  J.  (u)  For   form   of   power  of 
468 ;   Ex     p.    Swinbanks,  Re  attorney,  see  Crossley  v.  Mag- 
Shanks,  11  Cb.  D.  525.  niac,  ubi  sup.,  at  p.  595. 
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When  such  a  power  of  attorney  is  given  eitlier  to 
the  broker  himself ^  as  is  usually  the  case,  or  to  any  one 
other  than  the  person  instructing  the  broker  to  sell,  the 
broker  would  not,  it  is  submitted,  discharge  himself  by 
paying  the  person  instructing  him,  unless  that  person 
was  in  fact  authorised  by  the  owner  to  receive  pay- 
ment. 

Whenever  a  broker  is  instructed  by  any  one  other 
than  the  registered  owner,  he  should  insist  on  having 
the  written  authority  of  the  owner  before  paying  the 
person  instructing  him. 
When  broker  In  no  case  where  the  broker  knows,  or  from  the 
circumstances  being,  such  as  to  put  him  on  inquiry 
ought  to  know,  that  the  person  instructing  him  is  an 
agent  for  another,  or  for  himself  and  others,  is  the 
broker  allowed  to  set  off  against  the  purchase-money  a 
debt  due  to  him  from  the  agent  {ic). 

Attempts  to  set  up  a  custom  permitting  this  have 
always  failed  ;  for  not  only  did  a  jury  negative  (<t\  and 
the  Court  of  Appeal  doubt  (y),  its  existence,  but  it  has 
several  times  been  held  that,  if  it  existed,  it  would  be 
unreasonable,  and  would  not  Vjind  non-members,  un- 
less they  knew  of  it  and  contracted  on  that  basis  (z). 

The  reason  of  this  rule  is  that,  by  intercepting  pay- 
ment, the  probabilit}"  of  the  agent  paying  over  to  his 
principal  the  proceeds  of  a  sale  is  diminished.  The 
authority  is  to  receive  money,  and  it  cannot  be  con- 

{v:)  Pearson   v.    Scott,   ubi  (y)  Blackburn  v.  Mason,  ubi 

sup.  ;  Crossley  v.  Magniac,ubi  sup. 

sup. ;  Anderson,  v.  Sutherland,  (z)  Pearson  v.  Scott,  Cross- 

2  Corn.    Cas,   65 ;    BlacJcburn  ley  v.  Magniac,  Anderson  v. 

V.  Mason.  68  L.  T.  510.  Sutherland,      Blackburn      v. 

(x)  Anderson  v.  Sutherland,  Maso7i,  ubi  sup. 
ubi  sup. 
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striied  into  lui  authority  not  to  receive  money,  but  to 
allow  tiie  debtor  to  write  off  so  much  as  may  be  due 
from  the  agent  to  him  (a).  A  person  wlio  pays  an 
agent,  and  means  to  be  safe,  nmst  see  that  the  mode 
of  payment  does  enable  the  agent  to  perform  his  duty 
(b).    ' 

There  is,  therefore,  no  ])ower  in  a  London  broker  to 
discharge  himself  by  setting  off  against  money  due  to 
a  country  broker's  principal  debts  due  from  the  coun- 
try broker  to  the  London  broker  (<•). 

The  fact  that  spcurities  which  a  broker  is  instructed, 
to  sell,  are  known  by  him  to  stand  in  the  name  of  more 
tha-i  one  person,  or  of  some  one  other  than  the  person 
instructing  liim,  is  sufficient  to  put  him  on  inquiry. 
The  legal  estate  must  be  in  the  person  or  persons  in 
whose  names  the  securities  stand,  and  the  broker  is  not 
entitled  Td  assume  that  any  such  person  is  a  bare  trustee 
for  him  who  gave  the  instructions.  "  He  cannot  safely 
assume,   when    he   kuows  that   the  legal   estate  is  in 

A.  B.,  that  the  whole  equity  is  in  C.  D.,  without  mak- 
ing inquiry  of  A.B,"  {d).  So,  where  a  broker,  instruct- 
ed to  sell,  receives  from  his  client  securities  with  duly 
signed  and  receipted  transfers,  and  the  securities  do  not 
stand  in  the  sole  name  of  the  client,  although  he  may 
have  authority  to  pay  the  proceeds  to  the  client,  or  to 
re-invest  them  in  other  securities  in  the  same  names  (e), 

(a)  Barthtt  v.  P'-ntland,  10  (c)    Grossley      v.     Magniac, 

B.  &  C.  760,    per  Lord    Ten-       Blackburn  v,  Mcisoii,  nbi  aup. 
terden.  (d)  Pearson  v.  Scoit,  9  Cli.  D. 

(b)  Barkery.  Oreenirood,  2  198.  at  p. '203,  per  Fry,  J. ;  and 
Y.  A  r.  Ex.  414,  per  Little-  ^ee  also  Magnus  v.  Queeusland 
dale,  J. ;  see  also  Sweeting  v.  National  Bayik,  37  Ch.  D.  466. 
Pearce,  9  C.  B.  X.  S.  534;  29  (e)  Magmis  v.  Queensland 
X.  J.  C.  p.  265.  National  Bank,  nbi  sup. 
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he  has  no  power  to  apply  them  to  the  client^s  current 
account  with  him,  or  to  re-invest  them  in  his  sole 
name  (/)  without  the  express  authority  of  the  real 
owner  or  owners  {g). 

Where  an  agent  is  authorised  to  receive  the  pur- 
chase-money and  to  keep  part,  that  part  need  not  be 
paid  in  cash,  but  can  be  set  off  or  otherwise  dealt 
with  {h). 
Payment  by         Payment  bv  cheque  which  is  duly  honoured  (i)  is. 
^^    ■  equivalent  to  payment  in  cash,  although  the  cheque  is 

crossed,  and  although  it  contains  also  other  amounts 
due  to  the  agent  {h) .  Provided  that  it  is  found  as  a  fact 
that  payment  by  crossed  cheque  is  a  proper  method  of 
payment,  as  has  been  found  (k),  and  would  no  doubt  be 
found  again,  a  broker,  so  paying  an  agent  authorised 
to  receive  payment,  is  discharged,  although  the  agent's 
bank  appropriates  the  money  to  the  agent's  overdrawn 
account  (/).  Payment,  however,  to  the  agent  by  a  bill 
of  exchange  which  at  maturity  is  paid  to  a  third  per- 
son, or  by  a  bill  which  cannot  be  allocated  to  the 
specific  transaction,  does  not  discharge  the  broker  (w). 
Following  Trust  money,  so  long  as  it  can  be  traced,  may  be 

followed,  whether  it  remains  money,  or  is  converted 
into  something  else  ;  and  it  is  immaterial  whether  it  is 
mixed  with  other  money  belonging  to  the  trustee, 
either  at  his  bank  or  in  his  own  possession,  or  is  laid 

(/)  Magnus    v.  Queensland  (k)  Bridges  x.  Gnrretf,  5  C 

National  Bank,  uhi  sup.  P.  451. 

(gf)  Pearson    t.    Scott,  and  (l)  lb. ;  and  see  Coleman  v. 

other  cases  cited  supra.  Bucks  and  Oxon  Bank  [1897] 

(h)  Barker  v.  Greenwood,  2  2  Ch.  243,  A.s  to  principal's 
Y.  &  C.  Ex,  414  ;  Ex  p.  Swin-  rights  in  such  case  against  the 
banks,  Re  Shanks, 11  Ch.D.bb2.     bank,  see  infra,  and  post,  p.. 

(i)  Crossley  v.  jiayniac,  lobi       199  et  seq. 
sup.  (in)  Crossley  v.  Magniac,  ubi. 

sup.  at  p.  601. 


triiBi  mon"'. 
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out  witli  other  money  in  some  investmejit.  If  it 
remains  in  money,  so  much  as  is  trust  money  can  be 
followed  and  retaken  by  the  cestui  que  trust ;  and  if  it 
is  invested  with  other  money,  the  cestui  que  trust  can 
obtain  a  charge  on  the  investment  for  the  amount  (n). 
If  trust  money  is  mixed  with  other  money  of  the 
trustee,  as  by  being  paid  into  the  trustee's  banking 
account,  and  from  thjtt  account  the  trustee  subsequent- 
ly draws  money, the  law  presumes  that,  so  long  as  tliere 
is  money  of  the  trustee's  in  the  account,  he  hasdiawn 
his  own,  and  not  the  trust  money  ;  and  the  rule  in 
Clayton's  Case  (o) — namely,  that  payments  made  out  Rule  in 

of  an  account  are  to  be  considered  as  made  out  of  tlie  [^'^v^'^* 

Laie. 

first  payments  in — has  no  application.  When,  how- 
ever, the  money  in  the  trustee's  banking  account  con- 
sists of  nothing  but  trust  funds,  whether  there  was 
originally  any  of  the  trustee's  own  money  in  the 
account  or  not,  and  the  trustee  draws  out  and  spends 
some  of  it,  if  it  becomes  material,  owing  to  the  trust 
funds  belonginj?  to  various  persons,  to  decide  which 
fund  has  l)een  drawn  out,  the  rule  in  Clayton's  Case 
applies,  and  that  trust  fund,  which  was  first  paid  in,  is 
considered  as  being  the  one  that  was  first  drawn  out 
and  misappropriated  (p). 

So,  where  a  broker,  with  notice  that  certnin  Consols  ^\^  Strachan 
which  he  had  sold  belonged  to  a  trust,  paid,  wirh  his 
client's  authorit}',  the  proceeds  into  his  own  banking 
account  pending  re-investment,  and  then  became  bank- 
rupt before  the  re-investment,  it  was  held  that  the  crstui 
que  trust  was  entitled,  as  against  the  general  creditors, 
to  so  much  of  the  balance  at  the  broker's  bank  as  was 

(n)  Taylor  v.  Plumer,  ;j.  M.  (p)  In  re  Stenning,  Woody. 

&  S.  56-2.  Stenning,  [18P5]  2  Ch.  433. 

(o)  1  Mer.  o72. 
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attributable  to  the  sale  of  the  Consols  {q) .  James,  L.  J., 
and  Bramwell,  L.  J.  (r),  held  that  the  fact  that  it  was 
.trust  money  was  immaterial,  because,  though  the  money 
was  not  paid  to  the  broker  as  a  trustee  in  the  strict 
sense  of  the  word,  it  was  handed  to  him  iu  a  fiduciary 
character,  so  as  not  to  create  the  mere  relation  of  debtor 
and  creditor  between  him  and  his  principal,  and  that, 
therefore,  the  money  must  be  treated  as  trust  money. 

On  the  same  principle,  where  a  broker  bought  and 
took  delivery  of  shares  for  a  client  and  borrowed  part 
of  the  money  required  from  his  bankers,  but  pledged 
the  shares  with  them  togetlier  with  other  securities  of 
his  own  to  secure  an  overdraft  gre^iter  than  the  amount 
required  for  the  client,  it  was  held,  on  the  broker's 
bankruptcy,  that  a  surplus  in  the  hands  of  the  bankers, 
after  they  had  realised  all  the  securities  and  repaid 
themselves  the  whole  overdraft,  belonged  to  the 
client  as  against  the  broker's  trustee  in  bankruptcy  up 
to  the  excess  of  the  value  of  the  client's  shares  over  the 
amount  due  by  the  client  to  the  broker  (s). 
Brokers  are         All  agents,  being  in  a  fiduciary  position,  nre  treated 

trustees  of  .  i        ,•       i  <• 

proceefis  of    as  being  trustees,  ard  the  proceeds  or  sales  oisecurities, 

^^^'  which  cotne  to  their  hands  as  agents  for  another,  can, 

Hancock  v.  ,  .  . 

Smith.  within  the  prescribed  limits,  be  followed  (^i)      So,  where 

a  broker  had  paid  into  his  banking  account  the  money 

of  various  clients  arising  from  sales  made  by  him  on 

(q)  In  re  Strachan,    Ex.  p.  does  not  apply  to  a  banker,  for 

Cooke,  4  Ch.  D.  1^3.  the  relationship  between  him 

(r)  lb.  p.  127.  and  his    customer    is  that   of 

(s)  In  re  Burge  Woodall  8f  Co.  debtor  and  creditor,  and   nob 

Ex.     p.     Skyrme,    [1912],    K.  trustee  and  cestui  que   trust ; 

B.  393.  Foley  v.  Hill,  2  H.  L.   0.  28  ; 
(t)  K'natchhall  v.  HalUtt,  13  9  E.  E.  1002. 

C.  D.  696,     at   p.    709.     This 
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their  behalf,  and  tliere  was  no  other  money  in  that 

account,  it  was  held  that  a  judgment  creditor  of  the 

broker  could  not,  by  garnishee  proceedings,  obtains  any 

of  the  balance  standinij  to  the  credit  of  that  account, 

because  it  belonged  to  the  various  clients  (w).     In  this 

case  an  attempt  was  made  to  show  that^  by  reason  of  the 

rule  in  Clayton's  Case,  the  monies  belonging  to  the 

particular  clients  who  were  claiming,  had  been  drawn 

out.     It  was  pointed  ont,  however,  by  Cotton,  L.  J., 

that,  though  the  rule  in  Claytons  Case  would  have 

applied  as  between  the  various  clients,  if  there  had  not 

been  enough  money  in  the  account  t<sati>;fy  the  claims 

of  all  the  clients,  and  that,  therefoie,  the  client  whose 

money  was  first  paid  in   would  have  had  to  bear  the 

whole  of  the  deficiency,  the  rule  had  no  application 

where  no  question  arose  between  the  different  clients 

{w).     Where,  however,  a  broker  receives  differences  '?"t    not    of 
,  .    ,  ,  „  ,.  11  •        differences, 

iroiii  jobbers,  or  from  clients,  on  speculative  bargains  „. 

made  between    jobbers  and  clients  through  him,    the  Hutton. 

relationship  of  trustee  and  cestui  que  trust  does  not 

arise,  but  only  that  of  debtor  and  creditor;  and  if  the 

broker  becomes  bankrupt,   the  client  or  jobber  cannot 

follow  the    money,  but    must    prove  with   the   other 

creditors  of  the  broker  (x). 

If  the  banker  of  an  agent  or  trustee  receives    trust  Money  in 
1  1-        .L         T      1  .  •  baud  of 

money,  and  applies  it  to  discharge  Ins  customer  s  over-  broker's 
drawn  account,  or  allows  his  customer  to  draw  it  out,  '^*°^®'"' 
the  banker  is  not  liable  to  the  principal  or  cestui  que 
trust,  unless  he  knew,  or  suspected,  that  the  money  was 
being  applied  in  breach  of  trust,  and  intended  to  derive 

(it)  Hancock   V.  Smith  41,  (x)  Kiny    v.   Hutlon,  [1899] 

Ch.  D.  406.  -2   Q.   B.    .^55,    [19(jO]  2  Q.   B. 

(v:)  lb.  at  p.  4<U.  5u4;  In  re  Woodd,  Ej:.  p.  King, 

82  L.  T.  504. 
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Mutton  V.  a  beiietit  from  its  application  (y).  So  in  Mutton  v. 
Peat  (z),  where  a  broker  had  two  accounts,  one  a  loan 
account,  and  the  other  a  current  account,  and  deposited 
with  his  bank  bonds  belonging  to  clients,  but  made  no 
agreement  that  they  sliould  be  security  for  the  loan 
account  only,  and  later  paid  into  the  current  account 
monies  belonging  to  clients,  with  the  result  that  there 
was  a  balance  in  tlie  broker's  favour  on  the  current 
account,  consisting  chiefly  of  clieuts'  uioney,  but  a 
balance  due  from  him  on  the  loan  account ;  it  was  held 
that  the  two  accounts  must  be  treated  as  one,  and  the 
bonds  could  only  be  held  as  security  for  the  balance 
owing  on  the  two  accounts;  that  is,  the  debit  balance  on 
the  loan  account  less  the  credit  balance  on  the  current 
account.  The  result  was  that  the  owners  of  the  bonds 
got  back  the  proceeds  thereof  less  the  amount  of  this 
balance  ;  the  clients,  whose  money  was  in  the  current 
account,  got  nothing.  These  latter  might  have  been 
entitled  to  follow  their  money  if  it  had  remained 
available ;  but  as  the  current  account  and  loan 
account  were  treated  as  one,  their  money  was  regarded 
as  having  gone  in  reduction  of  th  e  general  debit  balance. 

Sect.  VI.— BREACH. 

Time   of   the      Jri  Stock  Exchange  dealings,  as  in  all  mercantile 

essence  of  .  .  .      ^     -      .         „     , 

Stock  contracts,  time  is  prima  facie  of  the    essence  of  the 

co^^tracfs^        contract  [a).      Delay  is  not  excused  by  reasoji  of  the 

(y)  Thomson  v.  Clydesdale  (z)  [190U]  2  Ch.  79. 

Bank,  [1893]  A.  C.  282  ;  Cole-  (a)  Doloret   v.    Rothschild,  1 

man  v.  Bucks  and  O.von  Bank,  Sim.  &  S.  .590 ;  2  L.J".(O.S.)Ch. 

[1897]  2  Ch.  243,  distinguish-  125  ;  24  R.  R,  243 ;  Fletcher  v. 

ing  Fo.vt 071  V.  Manchester  and  Marshall,  15   M.  &    W.    755;. 

Liverpool     District     Banking  Renter  v.  Sala,  4  C.  P.  D.  239 

Co.,  44  L.  T.  406.  at  p.  249.     See  also  ante,  p.  86. 
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fact  that  certilicates  liaveto  be  sent  elsewhere  for  sulj- 
division,  if  this  is  unknown  to,  and  not  agreed  to,  by 
tlie  purchaser  (6). 

^^'here  the  time  to  be  allowed  for  any  act  is  not  fixed 
by  tlie  contract,  or  by  tlie  rules  and  customs,  then  the 
law  allows  a  reasonable  time;  and  what  time  is,  under 
the  circumstances,  reasonable  is  a  question  of  fact  to  be 
decided  in  each  case.  Where  tlie  time  is  fixed,  but  is 
extended  by  aii^reement,  time  remains  of  the  esse'ice  of 
the  contract,  bat  the  extended  is  substituted  tor  the 
original  time  (c). 


SuB-8K(jT.  (i). — Breach  of    the    Contkact  betwekn 
Brokee  ank  Cliknt. 

The  client's  chief  obligations  are  to  pay  differences  Breach  by 
when  due,  to  pay   for  securities  bought  and  to  take 
delivery  thereof,    to   deliver    securities    sold,   and    to 
indemnify  his  broker.     He  may  break  his  contract  by 
tailing  to  do  any  of  these  things. 

The  differences  tirising  on  Stock  Exchange  transac-  In  payment  of 

differences. 

tions  are,  as  has  been  seen,  payable  as  between  mem- 
bers on  account  day.  The  client  is  informed  b}'  his 
broker,  l)y  means  of  his  fortnightly  account,  what 
differences  are  payable  by  him.  A  broker  may  agree 
with  his  client  not  to  require  payment  by  account  day 
{d);  but,  in  the  absence  of  such  agreement,  the  client 
must  put  his  brf»ker  in  funds  in  time  to  enable  him  to 
carry  out  his  obligations;  that  is  to  say,  the  broker  is 
entitled  to  receive  from  his  client,  before  account  day, 

(b)  De    Waalv.   Adler,     U       43  I>.  J.  Cli.  445'. 

.A.  G.  141.  (d)    Murray     v.    H'wift,   2 

(c)  Barclay    v.    Messenger,       T.  L.  K.  872. 
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Broker  may 
close  account 


Davis  V. 
Hcnoard. 


When  cover 
exhausted. 


the  differences  that  he  will  have  to  pay  on  his  behalf 
on  that  day  (e). 

A  broker  may,  and  often  does,  agree  to  take  colla- 
tes 1  security  or  cover,  instead  of  requiring  cash  for 
the  differences. 

If  the  client  fails  to  pay  differences,  which  are  not 
secured  by  collateral  security  appropriated  to  the 
liquidation  thereof,  the  broker,  provided  the  client  has 
had  notice  of  what  is  due  from  him  (/'),  can  cloi^e  the 
client's  account  by  selling  what  the  client  has  bought, 
and  buying  what  client  has  sold  (/"). 

The  fact  that  the  broker  has  already  carried-over  the 
bargains  to  tlie  next  account  does  not  aPFect  his  right  to 
close  them,  because  a  carrying-over  results  in  a 
bargain  for  the  account  day  of  the  next  account,  which 
the  custom  of  the  Stock  Exchange  allows  the  broker  to 
close,  if  the  differences  arising  on  the  carrying-over  are 
not  paid  by  the  account  day  of  the  current  account  {g). 

A  broker  exercising  this  right  of  closing  is  under 
no  obligation  to  close  the  whole  account  but  may  close 
part  (/?). 

If  the  client  is  dealing  with  the  broker  on  the  terms 
that  the  client  deposits,  hs  covei-,  so  much  money  or 
security,  and  that  his  account  may  be  closed  as  soon  as 
it  shows,  on  the  then  market-prices,  a  loss  equal  to  the 


(e)  tStock  and  Share  Auction 
Company  v.  Gahnoye,  3  T.  L. 
R.  808  ;  Macoun  v.  Erskine 
Oxenford,  [1901]  2  K.  B.  493, 
at  p.  501,  per  Vauglian  Wil- 
liams, L.  J. 

(/)   Davis   V.   Hou-ard,   24 
Q.  B.  D.  691. 


ig)  Davis  v.  Hoicard  uhi 
sup. ;  Druce  v.  Levy,  7  T.L.R. 
259. 

(li)  Hilton  V.  Morton  (House 
of  Lords),  Financial  Times  of 
'•h'6  July  1908,  overruling 
Samuel  v.  Eoue,  8  T.L.R.  488 
and  extending  Gidlum  v. 
Hodges.  18  T.  L.  R.  6. 
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cover  (?'),  the  broker  can,  of  course,  close  the  account  as 
sooTi  as  this  liapjiens  ;  but  if  he  does  not  do  so,  and  the 
position  of  the  acioiint  improves,  so  tliat  the  loss  is 
again  less  than  the  amount  of  the  cover,  he  may  not 
close  until  the  cover  is  again  exhausted  {k). 

Securities  deposited  as  cover  are  deposited  by  way 
of  mortgage  or  pledge,  and  a  contract  is  implied  that 
the  security  shall  be  made  effectual  to  discharge  the 
debt  (/).  The  debt  accrues,  according  to  tlie  terms 
on  whicli  the  business  is  being  done,  either  on  account 
day,  or  when  the  account  is  properly  closed  ;  and  the 
broker  has,  without  any  express  agreement  to  that 
effect,  a  right  to  realise  the  securities  upon  the  debt 
not  being  duly  paid  (m). 

When    a    client    dies,    or    becomes     bankrupt    or  ^^  deatl/. 
1  T      •  .1  j;  X        1       bankruptcv 

insolvent,    (luring   the    currency    oi    an  account,    the  or  in&olvcncy 

broker  is  by  custom  allowed  to  close  the  client's  account  °^  "l"'"*- 

forthwith ;    and    this    custom    has    been    held    to    be 

reasonable  (w). 

On  the  death  of  a  client  the  broker's  authority  to  Death  of 
1  -13         1  client, 

carry-over  is  determined,  and  unless  arrangements  are 

made   with    tlie   client's  representatives,  the    broker 

cannot  continue  the  account  beyond  the  next  account 

(i)  These  are  frequently  the  while  the  cover  is  exhausted, 

terms  on  which  dealings  both  (k)  Hogan  v.  Shav,  5  T.L.E. 

on  and  ofE  the  Stock  Exchange  (51 3. 

on    what    is    known    as    the  (l)  Sfabbs  v.  Slater,  [1910] 

"cover"  system  takes  place;  1  Ch.  632. 

but,  apart  from  such  agree-  (in)  Stiibbs  \.  Slater  ubi  sup. 

meut,  the  mere  fact  that  seen-  Langton  v.  Waite,  6  Eq.  165  ; 

rity    is    required,  would    not  cf.  France   v.  Clark,   22   Ch. 

seem  to  entitle  the  broker  to  D.  830. 

close      the     account     before  (n)  Lacey   v.    Hill,    Scrim' 

account   day,   even  if  mean-  cvr'e  Claim,  H  Ch.  921. 
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day  (o).     In  a  case  where  the  broker  did  carry-over  a 
deceased  client's  account, the  first  part  of  the  carrying- 
over  was  treated  as  a  sale  to  close  the  client's  bar- 
gain,   and    the    second    part    as   a    purchase  by    the 
broker  for  himself.     Whether  the  client's  representa- 
tives could  have  adopted  the  whole  carrying-over  was 
expressly  left  open  {p). 
lusolvency  of      By  insolvency  is  meant  inability   to  pay  debts  in 
the  ordinary  commercial  sense    and  in   the  ordinary 
Laceyv.iiill  way  of  business   {q).     So,  where  a  client  who  was  a 
Clairn^  *        partner  in  a  bank,  attempted  to  commit  suicide,  and 
next  day  the  bank  suspended  payment,  it  was  held 
that  this  was  sufficient  evidence  of  insolvency,  and  that 
his  broker  was  justified  in  closing  his  account  (a). 

Lacey  v.  Hill       Jn  Lcicey  V.  Hill,  Scrimgeour's  Claim  (r),  in  which 
Scrimgeour's      ,  ,.      ,  -,•    -,  i         •         •        i 

Claim.  the  same  facts  were  relied  on  as  showing  insolvency, 

the  broker  was  held  justified  on  two  grounds  : — (1) 
That  the  broker  himself  had  paid  for  the  stock,  and 
could  sell  to  recoup  himself  the  money  laid  out ;  and  (2) 
that,  by  the  custom,  he  could,  on  the  insolvency  of  the 
client,  sell  to  avoid  further  risk.  It  is,  however,  also 
there  suggested  that,  if  the  price  of  the  stock  had  sub- 
sequently risen,  the  client  might  have  had  a  right  of 
action  for  damages  for  wrongful  closing.  This  was  not 
necessary  for  the  decision,  and,  if  correctly  reported, 
seems  inconsistent  with  the  decision  that  there  was  a 
right  to  close ;  for,  as  Rigby,  L.  J.,  pointed  out  in  his 
dissenting  judgment  in  Ellis  v.  Pond  (s),  a  man  cannot 
be  justified  in  making  a  sale,  and  yet  be  liable  in 
damages  for  so  doing. 

(o)  Phillip  V.  Jones,  4  T.  L.  Claim,  18  Eq.  182,  per  Jessel, 

R.  401.  M.  R. 

(p)  In  re  Overv:eg,  Haas  v.  (r)  8  Ch.  921. 

Durant,  [1900]  1  Ch.  209.  (s)   [1898]   1   Q.  B.  426,   at 

(2)  Lacey  v.  Hill,  Crowley's  p.  449. 
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A  contract  may  be  broken  before  tlie  time  for  per-  Amicifiatory 
forinance  arrives,  by  one  of  the  parties  refusing  to  '^^'"^  " 
carry  out  the  contract,  and  communicating  such  refusal 
to  the  other  party.  This  is  what  is  known  as  an 
anticipatory  breach  ;  and  the  principles  relating  to  it 
have  been  applied  to  contracts  concerning  stocks  and 
shares,  both  as  between  principals,  and  as  between 
broker  and  client. 

Where  one  party  has  thus  committed  an  anticipatorj- 
breach,  there  are  two  courses  open  to  the  other  party 
tt)  the  contract.  He  may  either  disregard  the  renun- 
ciation and  treat  the  contract  as  still  existing,  it  not 
being  0})en  tt»  one  party  to  a  contract  to  rescind  it 
without  the  other's  consent  {t)  ;  or  he  may  accept  the 
renunciation  as  a  breach  puitingan  end  to  the  contract, 
except  for  the  purpose  of  suing  in  respect  ol  the 
breach  (w).  If  he  does  not  accept  the  renunciation, 
the  contract  with  all  its  incidents  remains  open  for  both 
parties;  and  the  other  party  may,  if  he  chooses,  complete 
the  contract  when  the  time  comes,  or  take  advantage  of 
any  circumstance  justifying  him  in  declining  to  com- 
plete ^w).  He  must  elect  which  he  will  do,  and  may 
not  proceed  with  the  cv)ntract  on  the  footing  that  it 
still  exists  for  other  purposes,  and  also  treat  the  re- 
nunciation as  an  immediate  breach  {x).     For  makino- 


(0  Philpotts  r.  Ei-an.'^,  5  M.  Q.  B.  D.  460;   Tredegar  Iron 

&  W.  ilb ;  Leigh  v,  Paterson,  and  Coal  Co.  v.  Haivthorn,  18 

2  Moore,  588  ;  Michael  v.  Hart,  T.  L.  R.  716. 

[1902]  1  K.  B.  4-82.  {w)  Froet  v.  Knight  L.  R.   7 

(u)  Frost  V.  Knight,  L.  R.  7  Ex.  Ill,  per  Cockburn,  C.  J. 

Ex.  Ill  ;  Eochster  v.  Delatour,  (.c)  Johnstone  v.  Milling,  16 

2  E.  ct  B.  678 ;  22  L.  J.  Q.  B.  Q.  B.  D.    460.  at  p.  467,   per 

4oo  ;  Roper  v.  Johnson,  8  C.P.  Esher,  M.  R. 
167  ;  Johnstone  v.  Milling  16. 
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Breach 
accepted  by 
conduct. 


Breach  not 
accepted  ; 
measure  of 
damages. 


tWs  election,  he  would,  presumably,  be  entitled  to  a 
reasonable  time;  but  if  he  attempted  to  accept  the 
renunciation  after  a  reasonable  time  had  elapsed,  it 
would  probably  be  open  to  the  other  party  to  say: 
"  You  did  not  accept  my  renunciation  when  you  had 
the  chance,  and  it  is  now  too  late,  and  I  intend  to 
complete." 

The  acceptance  of  the  breach  may  be  shown  by 
conduct.  Thus  the  bringing  of  an  action,  before  the 
arrival  of  the  date  for  completion,  shows  that  the 
breach  was  accepted  as  final  (?/).  If  such  action  were 
commenced  after  the  expiration  of  a  reasonable  time 
after  the  attempted  breach,  the  defendant  would  pro- 
bably be  able  successfully  to  contend  that  the  contract 
was  not  rescinded.  If  the  defendant  does  not  choose 
to  avail  himself  of  this  defence,  he  can  treat  his  re- 
nunciation as  accepted  on  the  date  of  the  writ,  and 
this  date  will  then  become  the  one  with  reference  to 
which  damages  must  be  fixed  (z). 

Where  the  renunciation  is  not  accepted,  and  the 
contract  is  not  performed  when  the  time  arrives,  the 
measure  of  damages  is  the  difference  between  the  con- 
tract price  and  the  value  of  the  subject-matter  of  the 
contract  at  the  time  foi-  performance  (a).  In  this  case 
the  general  rule  applies,  that,  if  there  is  a  market- 
price,  this  conclusively  fixes  the  value ;  if  there  is  no 
market  price,  the  value  is  to  be  ascertained  as  a  ques- 
tion of  tact  on  the  evidence  adduced  (b). 


(y)  Roper  v.  Johnson,  8  C.  P. 
167  ;  Michael  v.  Bart,  [1902] 
1.  K.  B.  482,  at  p.  492. 

(z)  Roth  V.  Tayzen  Town- 
send,  1  Cora.  Cas.  240,  313. 


(a)   Boper   v.  Johnson,    ubi 

Slip. 

(b)  Elhinger  Actienyeaell- 
schaft  V.  Armsirony,  L.  R.  ft- 
Q.  B.  473,  at  p.  47  . 
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When  tl»e  reuunciatiou  has  been  accepted,  and  an  I'-roach 
action   is  brought   for   damages  for  the  breach,  the  mensure  of 
damages  recoverable  arc  sncli  that  would  have  arisen  'i'""'^*^'^^* 
from    the    iioii-perforiuance    of    the    contract    at    the 
appointed  time,  subject  to   abatement  in  respect  of 
any  circumstances  which  iijay  liave  afforded  means  of 
mitigating  the  loss  (c). 

It  was  recently  laid  down  that  in  such  case  the 
damages  are  to  be  calculated  as  on  the  date  of  the 
acceptance  of  the  renunciation  {d).  This  decision  is, 
it  is  submitted,  quite  reconciliable  with  the  proposi- 
tions above  enunciated,  for  it  is  really  stating  the 
result  of  the  qualifying  clause;  because,  when  there 
is  a  free  market,  the  price  on  the  date  of  the  accep- 
tance of  the  renunciation  will  show  to  what  extent  the 
loss  could  be  mitigated. 

The  true  view  in  such  cases  is,  it  is  submitted,  that 
the  measure  of  damages  is  the  difference  between  the 
contract  price  and  value  of  the  bargain  which  has  been 
broken,  such  value  to  be  estimated  as  on  the  date  of 
the  breach,  tliat  is,  of  the  acceptance  of  the  renuncia- 
tion. Thus,  ii  the  breach  is  the  accepted  refusal  to 
take  shares  which  are  deliverable  under  the  contract, 
say,  six  months  later,  the  question  for  the  jury  would 
be,  what  was  the  value  to  the  seller,  on  the  date  of 
such  breach,  of  a  contract  to  take  delivery  of  those 
shares  in  six  months'  time  ?  It  would  follow,  if  there 
were  a  market  price,  that  the  value  of  the  contract, 
which  could  be  at  once  replaced,  would  depend  on  the 
market  price  at  that  date.     Therefore,  when  there  is 

(c)    Frost    V.    Knight,   per  {d)  Tredegar  Iron  and  Coal 

Cockburn,    C.   J.,    Roper    v.  Co.  v.  HanHhorn,  18  T.  L.  R. 

Johnson,  Johnstone  v,^filli)^g,  716,  per  Mathew,  L.  J. 
ubi  »up. 

S.E.  14 
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an  anticipatory  breach  and  a  market  price,  the 
damages  are  the  difference  between  the  contract  price 
and  the  market  price  on  the  date,  or  perhaps  within 
a  reasonable  time  of  the  date  (e),  of  the  acceptance  of 
the  renunciation. 

The  date  of  the  acceptance  of  the  renunciation  is  a 
question  of  fact.  When  there  have  been  several 
refusals  to  accept  or  deliver,  and  negotiations  have 
taken  place,  it  is  a  question  for  the  jury  when  the 
breach  finally  took  place  (/). 

A  client  may  commit  an  anticipatory  breach  by 
giving  notice  to  his  broker  before  the  date  for  per- 
formance, that  he  will  not  carry  out  his  contract.  It 
is  then  open  to  the  broker,  either  to  refuse  to  accept 
such  repudiation,  or  to  accept  it  as  a  final  breach  of 
the  contract  between  them.  If  he  adopts  the  former 
course,  he  is  entitled  to  an  indemnity  when  the  time 
for  performance  arrives,  and  he  can  at  once  bring  an 
action  for  a  declaration  that  he  is  entitled  to  be 
indemnified  in  respect  of  his  liability  under  the 
contract  {g).  If  he  accepts  the  repudiation  as  a 
breach,  he  need  not  wait  for  the  date  of  performance, 
but  can  sue  his  client  at  once  for  damages  or  an 
indemnity,  and  he  can  either  close  the  account  (h), 
and  so  fix  the  amount  of  his  damages  or  indemnity, 
or  keep  the  bargain  for  himself,  and  claim  from  the 
client  as  damages  the  difference  between  the  contract 
price   and  the  market  price  of  the  securities  at,  or 


(e)  Pott  V.  Flather,  16  L.  J. 
Q.  B.  366. 

(/)  Barned  v.  Hamilton,  2 
Ey.  Cas.  62-i. 


Claim,  18  Eq.  182 ;  cf .  Wolmer- 
hausen  v.  Oullich,  [1893]  2  Ch. 
614. 
(h)  Gullum  V.  Hodges,  18  T. 


ig)  Lacey  v.  Hill,  Croivley's       R.  L.  6. 
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within  a  reasonable  time  of,  the  date  of  the  acceptance 
-of  the  repudiation  as  a  final  breach  (i). 

It  is  an  agent's  duty  to  assist  his  principal  in  every 
reasonable  way  against  the  other  contracting  party. 
Where  an  agent  sues  for  indemnity  (A),  his  principal 
may  wish  to  dispute  the  liability  of  the  agent  to  the 
other  coTitracting  party,  and  in  such  case^  it  is  sub- 
mitted, the  order  for  indemnity,  if  made,  should  include 
liberty  to  the  principal  to  defend  any  proceedings 
brought  against  the  agent  by  the  other  contracting 
party.  In  a  recent  case  (l),  an  outside  broker  sued  his  P;i,i„.8  v. 
client  for  indemnity  against  a  claim  made  by  a  broker  ^  vaj"- 
on  the  Stock  Exchange,  Avho  had  been  employed  by  the 
outside  broker,  and  the  client  alleged  that  the  Stock 
Exchange  broker  had  no  enforceable  claim  against  him 
or  the  outside  broker,  by  reason  of  the  fact  that  the 
Stock  Exchange  broker  was  employed  as  an  agent  and 
had  sold  his  own  shares.  The  Court  of  Appeal 
adjourned  the  case  pending  the  trial  of  an  action  in 
which,  by  agreement  between  the  parties,  the  Stock 
Exchange  broker  was  to  be  plaintiff  and  the  outside 
broker  defendant,  and  the  outside  broker's  defence  was 
to  be  conducted  by  the  client.  It  would  seem  that,  if 
the  outside  broker  had  refused  to  resist  the  Stock 
Exchange  broker's  claim,  his  action  for  indemnity 
should  have  been  dismissed ;  and  if  the  Stock  Ex- 
change broker,  who  was  not  a  party  to  the  original 
action,  had  not  come  before  the  Court,  and  agreed  to 

(?)    Walter    and    Oould     v.  but     OTily   anticipates    a  lia- 

King,  13  T.  L.  R.  270;  Macoun  bility  :  Wolmerhausen  v.    Gid- 

V.    Erskine   Oxenford   Sf   Co.,  lick,  [1893]  2  Ch.  514. 

[IPOr  2  K.  B.  403.  (I)  Rohms   v.  Segar,    heard 

(fc)  He  may  do  so   when   he  in   Court  of  Appeal   in  1903, 

has   not  yet    paid  anything,  but  unreported 
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take  proceedings  to  have  the  question  tried,  the  order 
should  have  been  for  an  indemnity,  if  the  outside 
broker,  on  being  indemnified  as  to  costs^  undertook 
to  resist  the  Stock  Exchange  broker's  claim,  and  to 
allow  the  client  to  conduct  any  proceedings  that 
might  be  taken. 

The  most  satisfactory  method  for  a  broker  to  adopt, 
in  order  to  effect  the  compulsory  closing  of  his  client's- 
account,  is,  without  doubt,  to  enter  into  the  necessary 
transactions  of  purchase  or  sale  in  the  open  market  in 
the  ordinary  course.  The  buying  in  or  selling  out 
need  not  be  effected  through  the  official  broker,  as 
Rule  134  only  applies  as  between  members  {m). 

It  was  formerly  considered  that  a  broker  could  not 
properly  close  his  client's  account  in  any  other  manner 
than  by  sale  or  purchase  on  the  market ;  but  this  can 
no  longer  be  said  to  be  the  law  since  the  following 
decisions  of  the  Court  of  Appeal. 

In  Walter  and  Gould  v.  King  (w),  a  broker,  being 
entitled  to  close  a  client's  account,  went  to  a  jobber 
and  sold  the  shares  to  him,  and  at  the  same  time  repur- 
chased them  from  him,  thus  simply  passing  them 
through  the  jobber's  books.  It  was  held  that  the 
broker's  claim  being  for  an  indemnity,  and  the 
broker  being  bound  to  minimise  the  client's  loss,  he 
could  do  so  by  keeping  the  shares  himself,  and  fixing 
the  amount  for  which  he  was  to  give  his  client  credit 
in  the  manner  adopted,  provided  he  acted  honestly. 
The  objection  to  this  course  is  that  the  agent  is  in 
fact  purchasing  shares  from  his  own  client.  It  is  to 
be  observed  that  in  this  particular  case  there  was  no 


(m)  Scott  V.  Ernest,  16  T.  L. 
R.  498. 


(n)  13  T.  L.  R.  270. 
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market  iu  the  shares,  and  also  that  the  broker  had  at 
the  request  of  his  client  originally  purchased  the 
shares,  and  paid  for  them  with  his  own  money. 

This  decision  was  followed  by  the  Court  of  Appeal  ijacont,  v. 
in  Macoiin  v.  Erskine  Oxenford  {(>),  where  the  broker  Orenford. 
had  closed  the  account  by  getting  a  jobber  to  make 
him  a  price,  and  then  selling  to,  and  buying  from,  him. 
It  was  admitted  that  the  sales  were  at  the  fair  market 
price.  Smith  and  Romer,  L.J  J.,  held  that  the  account 
was  properly  closed  ;  Vaughan  Williams  and  Homer, 
L.JJ.,  that,  owing  to  the  lines  on  which  the  case  had 
been  conducted  in  the  Court  below,  the  point  was  not 
open  to  the  client.  Vanghan  Williams,  L.  -J.  (p), 
pointed  out  that  the  facts  of  this  case  were  clearly 
distinguishable  from  those  in  Walter  and  Gould  v. 
King,  on  the  grounds  that  in  that  case  the  broker  had 
paid  for  the  shares,  and  there  was  no  market  in  the 
shares.  The  learned  Lord  Justice  added  that  in  his 
opinion  to  close  a  client's  account  by  selling  to  a 
jobber,  with  a  contenijioraneous  bargain  to  repurchase 
from  him,  might  lead  to  a  price  being  made  which 
was  not  the  real  market  price,  and  was,  therefore,  to 
some  extent  an  unfortunate  position  for  a  broker  to 
put  himself  into. 

This  case    was    immediately    followed    by    Erskine  Erdinc 
Oxenford  v,  Sachs  [q),  where  the  whole  Court  agreed  Salhs"" 
that  the  point  must  now  be    considered  concluded  by 
the  two  decisions  above  quoted. 

It  must,  therefore,  be  considered  established,  unless.  Objections  to 
indeed,  the  House  of  Lords  were  hereafter  to  take  ^  *  ^'^  ^°""®' 
different  view,  that  this  method  of  closing  is  perniis- 
«ible.     It  certainly  does  not    seem  desirable  ;  for  it 

(o)  [1901]  2  K.  B.  493.  (<;)  lb.  50-t. 

ip)  [1^01]  2  K.  B.  499. 
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places  the  broker  in  a  position  in  which  his  interest 
might  be  adverse  to  his  client's  ;  for  it  is  immaterial 
to  the  jobber  at  what  price  the  shares  are  put  through 
his  books,  and  it  is  obviously  to  the  broker's  advant- 
age, and  the  client's  disadvantage,  that  the  price 
should  be  as  low  as  possible  in  closing  a  purchase  of 
the  client's,  and  as  high  as  possible  in  closing  a  sale. 

If  in  so  closing-  an  accovint  the  broker  makes  any 
profit  madTin  pi'ofit,  he  must  account  for  it  to  his  client.  So  a  broker- 
who  informed  the  jobber  that  he  was  going  to  sell  and 
repurchase,  with  the  result  that  he  had  to  paj  for  the 
purchase  only  l^d.  per  share  more  than  he  got  for  the 
sale,  while  the  ordinai\v  jobber's  turn  would  have  been 
Is.  3d.  or  j'eth,  was  made  to  account  to  his  client  for 
Is.  l^d.  per  share,  as  this  was  considered  as  the  profit 
he  made  by  so  closing  (r).  This  ruling  would  seem 
to  afford  an  additional  reason  for  not  adopting  this 
course. 

Should  a  broker  wrongfully  close  his  client's  account, 
he  commits  an  anticipatory  breach  (s)  ;  and  the  client, 
on  receiving  notice  of  the  fact,  can  either  accept  the 
closing  as  putting  an  end  to  his  bargain,  or  refuse  to 
do  so,  and  claim  to  have  his  bargain  completed  at  the 
proper  time,  or,  failing  this,  to  be  put,  by  means  of 
damages,  in  the  same  position  as  if  it  had  been  com- 
pleted. 

If  the  client  treats  the  closicg  as  putting  an  end  to 
the  bargain,  he  is  entitled  to  any  damages  he  may 
suffer  by  reason  thereof.  In  such  case  the  measure 
of  damages  is  the  difference  between  the  price  of  the 
wrongful  closing  and  the  price  at  which  the  client 
could  in  a  reasonable  time  make  another  bargain  to- 
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(r)  Erskine       Oxeuforcl 
Sachs,  [1901]  2  K.  B.  504. 


(s)  See  ante,  p.  207. 
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replace  the  closed  bargain.  For,  wliilst  the  client  is 
to  be  placed  in  the  same  position  as  if  the  contract 
had  not  been  broken,  all  circumstances  which  afford 
means  of  mitigating  the  loss  must  be  taken  into 
account,  it  beiug  the  client's  duty  to  prevent  as  much 
of  the  loss  as  he  can  {t).  Apart  from  this  duty  to 
mitigate  the  loss,  the  client's  damages  would  be  the 
difference  between  the  price  at  which  his  account  was 
closed  and  the  price  on  the  proper  day  for  perform- 
ance; but  HS  the  client  can  make  a  fresh  bargain  to 
be  performed  on  that  day,  he  is  in  fact  only  entitled 
to  tho  dilYerence  between  the  price  at  which  his 
account  was  closed  and  the  market  price  at  a  reason- 
able time  after  the  closing  hi).  The  client  is  entitled 
to  a  reasonable  time,  after  notice  of  the  wrongful 
closing,  to  turn  round  ;  but  he  may  not  lie  by  to  see 
if  the  concern  becomes  profitable,  or  inflame  his  dam- 
ages by  remaining  inactive  Iw). 

If  the  client  waa  allowed,  in  his  dealings  with  the 
particular  broker,  some  peculiar  facilities  which,  to 
the  knowledge  of  that  broker,  he  could  not  get  else- 
where,—  if,  for  instance,  he  waa  being  allowed  to  run 
a  speculative  account  with  little  or  no  cover,  and  was 
not  in  such  a  financial  position  as  to  enable  him  to 
open  the  account  elsewhere  upon  similar  terms, — this 
would  probably  be  taken  into  account  in  considering 

(<)  Samuel  v.  Rowe,  8  T.  L.  was  only    discovered    shortly 

R.  488,  before  the   writ  was   issued, 

(u)  Murray  \.  Hewitt,  2  T.  and  there  was  no  evidence  of 

L.  R.  872.     Here  the  damages  any      fluctuations    in      price 

awarded  were  the   difference  between  tho  date   of  the  dis- 

betwcen  the  price   at  which  covery  and  of  the  writ, 

the  account   was   closed   and  (ir)  Tempest  v.  Kilner,  o  C. 

the  price  at  the   date  of   the  B.  249. 
■writ ;  but  the  wrongful  closing 
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the  possibility  of  the  client  mitigating  the  damages, 
and  the  client  might  get  the  full  difference  between 
bargain  price  and  price  on  the  day  for  performance, — 
which  is  generally  next  account  day. 

Whether  a  broker,  who  has  wrongfully  closed  an 
account,  is  entitled  to  an  indemnity  when  the  closing 
is  accepted  as  a  definite  breach,  seems  rather  doubtful. 
For  instance,  if  the  wrongful  closing  shows  a  loss  of 
lOOZ.  to  the  client,  and  it  costs  him  another  50Z.  to 
replace  the  bargain,  the  client  is  clearly  entitled*  to 
the  601.  as  damages,  but  whether  the  broker  has  any 
claim  to  the  lOOl.  is  not  quite  clear.  On  the  one  hand, 
he  broker  is  prima  facie  entitled  to  no  indemnity 
against  a  loss  caused  by  his  wrongful  act ;  but  it 
might  be  argued  on  the  other  hand,  that  the  client, 
having  adopted  the  closing  as  a  closing  of  his  con- 
tract, must  indemnify  the  broker  in  respect  thereof. 
On  the  whole,  in  the  present  state  of  the  authorities  (x), 
it  would  seem  that  the  broker  in  such  a  case  has 
no  right  to  an  indemnity. 

In  practice  this  position  is  not  very  common,  for  in 
most  cases  of  a  wrongful  closing  the  client  refuses  to 
accept  the  closing. 

When  the  client  refuses  to  accept  the  closing,  he 
can  hold  the  broker  responsible  for  any  loss  he  suffers 
by  not  having  his  bargain  completed. 

The  measure  of  damages  in  such  event  has  given 
rise  to  some  discussion,  and  cannot  be  said  to  be 
finally  settled.  It  has  been  held  in  two  cases  that,  a& 
the  broker  is  a  wrongdoer,  everything  must  be  pre- 
sumed against  him,  and  that  therefore  the  measure  of 
damages  is  the  diiference  between  the  bargain  price 
and    the    highest    price    reached     by    the    securities 

{x)  Ellis  V.  Pond,    [1898J  1       R.  8  Ex.  242. 
Q.  B.  426 ;  Duncan  v.  Hill,  L. 
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between  the  wrongful  closing  and  the  date  for  com- 
pletion (y).  Both  these  cases  went  to  the  Court  of 
Appeal,  which  decided  both  on  other  points.  In  one, 
this  question  was  argued,  but  in  the  end  disposed  of 
by  agreement  between  the  parties,  and  the  Court, 
while  laying  it  down  that  the  damages  were  not  to  be 
calculated  with  reference  to  the  price  at  the  time  of 
the  wrongful  closing,  expressly  left  it  open  for  future 
decision,  whether  they  were  to  be  measure  d  in  relation 
to  the  highest  intermediate  price,  or  to  the  price  on 
account  day,  that  is,  the  day  for  performance  (z). 

A  broker  who  has    wrongfully    closed    his    client's  Broker's    in- 

account, — at  any  rate  when  such  closinsris  not  accept-  '^7"°'!'^ 

'  _        •'  o  '        w  hit'ii  breach 

ed  by  the  client, — is  entitled  to  no  indemnity  for  the  not  accepted 
loss  arising  upon  the  closing.  Thus,  in  Elliii  v.  Pond  /uig^^^ Pond. 
(a),  where  a  broker  closed  an  account  before  account 
day,  though  he  had  agreed  not  to  do  so,  and  the  clos- 
ing showed  a  loss  of  8,000Z.,  it  was  decided  that  he  could 
recover  none  of  this  from  his  client.  In  this  case,  if 
the  account  had  been  closed  on  account  day,  the  loss 
to  the  client  would  have  been  about  4,000L,  but  it  was 
held  that  he  could  not  recover  even  this,  for  to  do  so 
he  must  aver  and  prove  a  promise  by  the  client  to  in- 
demnify him  against  the  loss  accrued  to  him  by  reason 
of  the  client  not  performing  his  contract  w^th  him, 
that  is,  by  not  taking  up  and  paying  for  the  securities  ; 
and,  secondly,  he  must  aver  and  prove  by  way  of 
breach  that  the  client  refused  or  neglected  to  perform 
his  contract  in  that  behalf,  whereby  he,  the  broker, 

(tj)  Per  Wills,  J.,  in  Michael  1  K.  B.  482  ;  and   of.  on    this 

X.  Enrf,  [190}]  2    K.  B.    867,  point.   Williama  v .  Peel  River 

and    in    Aijlvard  v.  Lamntie.  Co.,   hbh/Y.    OSP ;    and   1)081, 

The    Financial    News,   Jnne  p.  232. 
nth,  1P02. 

(z)  Michael  v.  Hari,  [1902]  (a)  [1898]  1  Q.  B.  426. 
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broker. 
Duncan  v. 
Hill. 


Broker's 
default 
caused 
by  client. 


Differences 
due  before 
default. 


had  been  damnified ;  aud  this  he  could  not  do,  for  he- 
himself  was  not  ready  and  willing  to  deliver  the 
securities  (6). 

So  where  an  account  w^as  closed  by  reason  of  the 
broker  being  declared  a  defaulter,  it  was  held  that  he 
could  not  recover  the  difference  between  the  purchase 
price_,  or  last  carry-over  price,  and  the  price  of  the 
closing,  because  that  difference  ha-l  arisen  through  his 
own  wrong ;  and  further,  that  it  Avas  immaterial  that, 
if  the  bargain  had  been  duly  completed,  there  would 
have  been  an  even  greater  loss  to  the  client  (c). 

"Where,  however,  the  broker's  default  is  solely  attri- 
butable to  his  having  entered  into  bargains  on  behalf 
of  one  particular  client,  he  is  entitled  to  an  indemnity 
against  that  client  (d). 

The  fact  that  a  broker  wrongfully  closes  an  account 
does  not  deprive  him  of  his  right  to  recover  against  his 
client  sums  due  in  respect  of  previous  transactions 
properly  carried  out.  So  where  a  broker  carries-over  a 
client's  bargains,  and  then  wrongfully  closes  at  a  loss, 
he  can  recover  any  diif  erence  which  may  have  become 
due  on  the  carrying-over,  but  not  the  loss  accruing  on 


(b)  [1898]  1  Q.  B.  426,  per 
A.  L.  Smith,    L.  J.,  at  p.  439. 

(c)  Duncan  v.  Hill,  L.  R.  8 
Ex.  242.  Since  the  recent  de- 
cisions {post,  p.  233)  that  the 
client's  bargain  is  not  affected 
by  the  closing  of  the  broker's 
bargain  with  the  jobber  under 
the  hammer,  this  position  is 
not  likely  to  arise  again. 

(d)  Lacey  v.  Hill,  Crowley's 
Claim,  18  Eq.  182,   where  the 


position  was  such  that  the 
brokers  were  entitled  to  close 
the  account,  and  the  closing 
at  hammer  price  was,  on  this- 
ground,  held  to  be  a  closing 
authorised  by  the  client,  and 
consequently  entitling  the 
broker  to  an  indemnity  ;  and 
see  Duncan  v.  Hill,  ubi  sup. 
at  p.  248  ;  and  Ellis  v.  Pond, 
ubi  sup.  at  p.  460  ;  and  see 
fost,  p.  235. 
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tlie  closiujSf  (' ),  So,  also,  where  the  broker  has,  at  the 
client's  request,  taken  up  securities  for  his  client  with 
his  own  or  borrowed  money,  and  then  wrongfully  sells 
the  securities,  he  is  entiled  to  an  indemnity  in  respect 
of  the  purchase,  but  is  liable  to  the  clienfi  for  any  loss 
the  latter  may  suffer  by  reason  of  the  closing  [j). 

It  is  to  be  observed  that  these    cases    have    been  Breach  not 

decided  on  the  analogy  of  cases  of  anticipatory  breach  ^^^^.^'^q^^Jj. 

between  principals  where  the  renunciation  breach  is  broker's  right 
1         r  p      1  •  -1  .       t"  indemnity, 

not  accepted.     It    this    analogy    be    carried  out  to  its 

logical  conclusion,  it  would  still  be  open  to  the  broker 
who  has  wrongfully  closed  an  account,  where  such 
closing  has  been  repudiated,  to  tender  the  securities 
to  the  client  on  account  day,  and  so  make  the  client 
indemnify  him  against  any  difference  between  the  con- 
tract price  and  the  price  on  that  day;  for,  the  wrongful 
sale  having  been  repudiated,  he  could  treat  it  as  a  sale 
on  his  own,  and  not  on  tlie  client's,  behalf,  and  treat 
the  client's  bargain  as  being  still  open  {g) .  This  position 
has  not  yet  arisen,  owing  to  the  fact  that  in  such  cases 
the  bi-oker  usually  maintains  that  the  closing  was 
rightful  and  binding  on  the  client,  and  consequently 
is  not  able  to  aver  that  he  was  ready  and  willing  to 
carry  out  his  part  of  the  bargain  (//).   If  the  view  just 

(e)  Duncan  v.  Hill,  uhi  sup.  open  with  a  third  person    on 

{f)  Laceij   T.    Hill,    Scrim-  his  client's  behalf. 

geour's  Glaim,S  Ch.  021 ;  Ellis  (h)   See  Ellis  \.  Pond,   uhi 

r.  Fond,  uhi  sup.  sup.  at  p.  459,  ^^er  Collins,  L.  J. 

((/)  If  the  sale  were  speciti-  "The  only  effect  of  this  (the 

cally   stated  by  the  broker  to  client  refusing  to  be  bound  by 

be  a  closing  of  the   purchase  the  closing)  would  have  been 

he  had  open,  it  would  be  diffi-  possibly  to  have  kept  alive  the 

cultforhim  to  attempt  to  take  right   of    the    ])liiiiitiff    (the 

up  this  position,  because  he  broker)  to  recur  to  the  contract, 

could  not    jioint  to  a  bargain  and   claim    payment   on    the 
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remedies 


expressed  be  correct,  it  would  follow  that  if  tlie  broker 
in  Ellis  V.  Pond  had,  before  account  day,  decided  not 
to  stand  or  fall  by  his  closing,  but  had  on  that  day 
tendered  the  securities  to  his  client,  he  would  have 
saved  himself  4,000L 
On  client's  Where  a  clieut  fails  to  take  delivery  of,  and  pay  for, 

failure  to  pay  securities  purchased  on  his  behalf,  the  broker,  who  has 

tor  securities  ^ 

bought;  made  himself  personally  responsible  on  the  Stock  Ex- 

change, has  two  courses  open  to  him.  He  can  himself 
take  delivery  and  pay,  and  can  claim  from  his  client, 
by  way  of  indemnity,  what  he  has  had  to  pay, — in  this 
case  transferring  the  securities  to  the  client. a  gainst 
payment ;  or  he  can  cause  the  securities  to  be  sold, 
and  so  close  the  bargain,  and  claim  any  loss  from  the 
client  (i)  On  the  principle  of  Walter  and  Gould  v. 
King  and  the  similar  cases  {k),  the  broker  could 
probably  adopt  a  third  course,  namely,  take  delivery 
and  keep  the  securities  for  himself,  charging  the  client 
with  the  difference  between  the  bargain  price  and  the 
market  price  at  the  date  he  took  delivery,  and  then 
himself  stand  the  risk  of  subsequent  rise  or  fall  in  the 
price. 

If  the  client  is  a  seller  and  fails  to  deliver,  the 
broker  can  close  the  account  by  buying  on  the  market, 
and  claim  any  loss  from  the  client ;  or  he  can  presum- 
ably,   deliver  his  own    securities,  and  make  the  client 


On  client's 
failure  to 
deliver  ; 
broker's 
remedies. 


proper  day,  averring  his  own 
readiness  and  willingness  to 
perform  on  his  part."  The 
dissenting  judgment  of  Rigby, 
L.  J.,  and  the  decision  of 
Matthew,  J.,  on  tliis  point 
would  thus  seem  to  have  been 
correct,  but  for  the  fact  that, 


when  account  day  came,  the 
broker  was  not  ready  and  will- 
ing to  do  his  part. 

(i)  Macoun  v.  Erskine   0^' 
enford  ^    Co.,  [1901]  2  K.  B. 
493,  per    Vaughan  Williams, 
L.J. 
(k)  See  ante,  p.  212. 
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pay,  by  way  of  indemnity,  the  value  of  the  securities 
Ko  delivered  less  the  amount  received  for  them,  that 
is,  the  contract  price  {I). 

It  would  also  be  open  to  him,  as  an  alternative 
course,  to  allow  the  buyer  of  the  securities  to  buy-in 
against  him  through  the  official  broker,  and  then  to 
claim  from  his  client  any  loss  thereby  incurred. 

The  remedy  by  buying-in  may  be  suspended  by  the    Suspension 
Committee  of  the  Stock   Exchange,  and  has  been    so  ^q,^  °''°^'" 
suspended    in    cases  where,  owing   to  some  fraud   or 
"  rig,''  or  from  some  other  cause,  there  are  no   securi- 
ties available  for  delivery. 

It    has   been  held    that    this    suspension  does    not   Ionian  Cor- 
extend    the   time,  which   is    of  the  essence    of    the  P<""''*»<'"  ''• 

'  Charrtn'jton. 

contract,  so  as  to  compel  a  client,  who  has  bought 
shares,  to  take  delivery  after  the  expiration  of  the 
contract  time,  or  to  indemnify  his  broker,  if  he  then 
takes  delivery  {iu) .  It  would  appear  that  the  same  con- 
siderations must  apply  where  the  clieut  is  a  seller,  and 
that  the  client  would  remain  liable  to  an  action  for 
damages  for  non-delivery,  notwithstanding  the  suspen- 
sion of  the  buying-in  rule.  In  the  view  of  the 
Committee,  the  suspension  of  the  buying-in  rule  does 
extend  the  time  for  delivery,  and  it  is,  therefore, 
improbable  that  the  Committee  would  allow  a  member 
to  sue  a  clieut  of  another  member  for  damages  for 
non-delivery,  when  the  buying-m  rule  was  suspended. 
The  liability  of  the  seller  would  thus  seem  to  be  con- 
fined, for  practical  purposes,  to  the  risk  of  the  ultimate 

(l)   On   tlie  principles  laid  Cliarrington,  8  Com.  Catj.  99; 

6.o\\n  in  Wnlttr  and  Gonhl  y.  Benjcvnin   v.    Barnett,  S  Com. 

King,   I'i    T.  L.  R.   270,    and  Cas.  244 ;   and   see  Stewart  y, 

other   cases   cited  ante,  pp.  IFefter, 'The  Times,' June  19th, 

212,  213.  UM).? ;  and  ante,  p.  90. 

(m)    Union   Corporation  v. 
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Re  London 
and  Glole 
Corporation. 


purchaser  from  him  being  a  non-member  and  bringing 
such  an  action  against  him. 

Broker's  lien.  A  further  remedy  available  to  a  broker  against 
Fevvercorne.  ^  client,  who  owes  him  money  in  respect  of  Stock 
Exchange  transactions,  is  the  exercise  of  his  lien.  A 
broker  has  a  lien  for  all  a  client^s  indebtedness  to  him 
on  all  the  client's  securities  fchat  came  into  his  hands, 
even  though  such  securities  are  not  deposited  with 
him  as  security  for  the  client's  carrying  out  his  obliga- 
tions (?i). 

So  where  a  broker  had  advanced  money  to  a 
company  on  bearer  securities,  and  the  company  paid 
off  the  loan,  but  left  the  securities  in  the  broker's 
hands,  it  was  held  that  the  broker  could  exercise  his 
lien  on  those  securities,  in  order  to  enforce  payment 
of  an  amount,  which  subsequently  became  due  on  the 
company's  current  account,  and,  the  company  having 
gone  into  liquidation,  could  hold  them  against  the 
liquidator  (o). 

The  fact  that  the  securities  are  the  property  of 
persons,  other  than  the  client,  does  not  prevent  the 
general  lien  for  all  the  client's  indebtedness  attaching ; 
provided  the  broker  did  not  know  that  the  securities 
were  not  the  client's,  or  was  not  put  upon  inquiry  by 
the  circumstances  of  the  case  (p). 

Apart  from  custom,  a  lien  does  not  give  any  power 
of  sale,  but  only  entitles  the  holder  of  the  security  to 
keep  it  until  paid  (5).     It  has  never  yet  been  decided 


(n)  Jones   v.    Peppercome, 
Johns.  430 ;  28  L.  J.  Ch.  158. 
Approved  in  Hope  v.  Glenden- 
ning,  [1911]  A.  C.  419. 

(0)  In  re  London  and  Olohe 
Financial  Corporation,  Ltd., 
[1902]  2  Ch.  416. 


(p)  Jones  V.  Peppercome,  uhi 
sup. 

iq)  Fisher  on  Mortgages 
(6th  ed.),  p.  480;  Thames 
Ironworks  Co,  v.  Patent  Der- 
rick Co.,  1  J.  &  H.  93  ;  Clark 
v.  Gilbert,  2  Bing.  N  C.   343. 
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by  tlie  Courts  whethor  tbcro  is  a  custom  on  the  Stock 
Excliaiige  that  a  broker's  lien  gives  a  right  of  sale  on 
default  being  made.  It"  there  is  no  such  custom,  a 
broker  who  sells  securities,  subject  to  a  lien,  is  guilty 
of  a  conversion,  for  which  ho  would  have  to  pay  damages 
«qual  to  the  value  of  the  securities.  Moreover,  having 
sold  the  securities  the  broker  loses  his  lien  altogether. 
Where  the  securities  sold  were  the  property  of  the 
client  himself,  the  broker,  if  sued  for  conversion,  could 
counterclaim  for  anything  due  to  him  ;  but  if,  though 
deposited  by  the  client,  they  in  fact  belonged  to 
another,  the  broker  would  have  to  pay  the  damages 
in  full  (r).  If  a  broker,  who  has  a  lien,  has  also  a 
claim  against  his  client  on  which  he  can  make  the 
client  bankrupt,  one  way  in  which  he  could  make  his 
lien  effective  would  be  by  making  the  client  bankrupt 
and  then  proving  as  a  secured  crcditoi-,  and  calling 
upon  the  trustee  in  bankruptcy  either  to  redeem,  or 
to  give  up  all  interest  in,  the  securities  (^). 

When  a  broker  represents  that  he  has  the  authority  I'reach  of 
.  .      ,  .       .       ,  1  •      1     1     li!  1  ^varrantv  of 

of  a  particular  principal  to  act  on   his   behalr,  and  authority-  by 
thereby  induces  another  to  enter  into  a  contract,  or  "^"  ^'^' 
otherwise  to  act  on  the  faith  of  the  representation,  he 
is    liable    in    damages    for    breach    of    warranty    of 
authority,  if,  in  fact,  he  has  not  that  authority  (0- 

In  such  cases  the  damages  are  measured  by  the  Measure  of 
1  1         .1  .      ■     ,1  damages, 

amount  necessary  to  place  the  other  party  in  the  same 

pecuniary  position,  as  he  would  have  occupied  if  the 

agent  had,  in  fact,  possessed  the  authority  which  he 

professed  to  have. 


(r)  MnUiner  v.  Florence,  o      2ncl  Schedule,  12. 
<5.  B.  D.  484.  (t)    Collen  v.   Wright,  8  E. 

(s)  Bankruptcy  Act,  1883       &  B.  647 ;  27  L.  J.  Q.  B.  215. 
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Thus,  where  a  broker  put  forward,  though  in- 
nocently, a  forged  power  of  attorney,  by  which  the 
Bank  of  England  was  induced  to  allow  him  to  transfer 
stock  iu  its  books,  and  the  Bank  had  to  replace  the 
true  owners  of  the  stock  on  the  books,  the  broker  was 
held  liable  for  the  value  of  the  stock  (w),  and  the  costs 
properly  incurred  by  the  Bank  in  the  proceedings 
taken  against  it  by  the  true  owner  {w). 

Where  a  broker  has  professed  to  contract  on  behalf 
of  an  alleged  principal,  without  having  authority  to  do 
so,  the  loss  sustained  by  the  other  party  is  measured 
by  what  he  has  actually  lost  by  not  having  the 
particular  contract,  which  would  have  been  made  by 
the  alleged  principal,  if  the  broker  had  had  the 
authority  which  he  professed  to  have,  or,  in  other 
words,  what  the  other  party  would  have  gained  by  the 
contract  which  the  broker  warranted  shouldbemade  (a;). 
Therefore,  in  assessing  the  damages,  the  solvency  of 
the  alleged  principal  must  be  taken  into  consideration  ; 
for  if  the  person  with  whom  the  contract  would  have 
been  made,  if  the  agent  had  had  authority,  was  an  in- 
solvent person,  who  could  not  have  carried  it  out,  the 
other  party  has  suffered  no  damage  by  the  loss  of  it  {y). 

Thus,  where  a  broker,  having  authority  from  a 
solvent  client  to  apply  for  shares  in  one  company,  by 
mistake  applied  on  that  client's  behalf  for  shares  in 

(u)  StarJcey  v.  Bank  of  Eng-  Palace  Co.,  Ex  p.  Panmure, 

land,  [1903]  A.  C.  114;  S.  C,  24  Ch.  D.  367,  per  Esher.  M. 

suh  nom.     Oliver  v.  Bank  of  R. ;     followed     in      Meek    v.. 

England,  [1901]  1   Ch.   652 ;  Wendt,  21  Q.  B.  D.  126. 
[1902]  1  Ch.  610.  iy)    Be      National     Coffee,. 

(w)  S.  C,  per  Kekewich,  J.,  Palace  ubi  sup.  Richardson  v. 

[1901]  1  Ch.  652;   not   ques-  Williamson,  L.  R.  6  Q.  B.  per 

tioned  on  this  point  on  appeal.  Blackburn,    J,     at    p.     279  ; 

(oc)     Be     National      Coffee  Weeks  v.  Propert,  8  C.  P.  427^ 
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another  company,  anil,  tlio latter  oompany  liavinijf  gone 
into  liijuidation,  the  client  liad  his  name  removed  from 
its  register,  it  was  held  that  tlie  broker  must  pay  to 
the  liquidator  the  face  value  of  the  shares,  as  this  was 
the  amount  the  company  had  lost  by  not  being  able  to 
retain  the  client  as  a  shareholder  ((/).  Probably,  if  the 
shares  in  this  case  had  been  of  value,  such  value  would 
have  been  deducted  from  the  face  value  in  fixing  the 
damages.  If  the  client  had  been  insolvent,  the  com- 
pany would  have  suffered  no  damage  through  the 
broker's  breach  of  warranty. 

When,  relying  on  the  agent  having  his  principal's  Costs  in- 
authority,  the  other  party  has  brought  an  action  reliance  on 
against  the  principal,  or  has  defended  proceedings  the  authority, 
brought  against  him,  in  which  he  fads  by  reason  of 
the  absence  of  authority,  he  is  also  entitled,  by  way 
of  damages  against  the  agent,  to  the  costs,  as  between 
solicitor  and  client,  that  he  has  himself  incurred,  and 
the  costs  that  he  has  to  pay  the  other  party,  provided 
that  he  has  acted  reasonably  in  incurring  these  costs  (z). 
When  the  agent  has  persisted  in  the  statement 
that  he  had  authority,  or  where  there  is  a  doubtful 
question  to  be  decided,  such  costs  are  reasonably 
incurred  ;  but  when,  during  the  course  of  the  proceed- 
ings, it  becomes  clear  that  the  agent  had  in  fact  no 
authority,  and  there  is  no  other  ground  on  which  the 
other  party's  contention  can  reasonably  be  resisted, 
any  further  costs  incurred  cannot  be  included  in  the 
damages  (a). 

(t/)  Re  National  Coffee  Palace  v.  Graeme,  33  L.  J.  Q.  B.  33o; 

Co.,  Ex  p.  Panmure,  ubi  sup.  Oliver   v.  Bank  of  England., 

(z)  ColUn  V.  Wright,  8  E.  &  uhi  mp. 
B.  647;  27   L.  J.  Q.  B.  21.>;  (a)    Godwin   v.    Francis,   5 

Rnndall  v.   Triman,  18  C.  B.  C.  P.  295. 
786 ;  25  L.  J.  C.  P.  307 ;  Hughes 

S.E.  15 
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Sub-sect.   (ii). — Breach  of  the  Conteact  between 
Buyer  and  Seller. 

r,       u    e  -^s  between  buyer  and  seller,  whether  members  of 

contract  the  Stock  Exchange  or  not,  failure  to  deliver,  or  to 

buyer  ar.d  take  delivery  and  pay,  conBfcitutes  a  breach  which 
seller.  gives  a  right    of   action   for  damages  for  breach   of 

contract,  and  in  some  cases,  an  alternative  right  to 

enforce  specific  performance. 

(a)   Bpecific  Performance, 

Specific  performance  is  an  equitable  remedy,  and, 
Specific  per.  ^  \  t     ,..-,••  .r.  /i' 

formance.       in  order  to  found  the  jurisdiction  or  Courts  or  Equity 

to  decree  specific  performance,  it  is  necessary  to  show, 

either  that  there  is  no  available  remedy  at  Law,  or 

that  an  award  of  damages  at  Law  will  not  give  a 

party   the  compensation  to  which   he  is  entitled  \b). 

Not  oranfced    Specific  performance  will,  therefore,  not,  as  a  general 

of  contriot      rule,  be  granted  of  a  contract  for  the  transfer  of  stock 

for  stock.  ITT        1      /   \         -r> 

Cuddeev.       ill  the  public  funds  (c).     But  where  a  purchaser  for 

^*^'  some  reason  has  no  remedy  ac  Law,  as,  for  instance, 

where  he  is  an  equitable  assignee  of  a  contract  for 

the  purchase  of  stock,  specific  performance  may  be 

granted  [d). 

Granted  in  Shares  in  companies  have  been  held  to  stand  on  a 


.  different  footing,  on  the  grounds  that  they  are  limited 


contracts  for 

in  number,  and  not  always  to  be  had  in  the  market  (e). 

(b)  Harnett  v.  Yielding,   2  Cb.  125 ;  24  R.  R.  243.     See 
Sch.  &  L.  549.  South   African    Territories   v, 

(c)  Cuddee  v.  Butter,  5  Vin.  Wallington,  [1898J  A.  C.  309 
Abr.  538 ;  1  P.  Wms.  570  ;  2  per  Halsbury,  L.  C.  and  Fry  on 
"White  &  Tudor,  L.C.  (8th  ed.),  Specific  Performance,  (5th  ed.), 
vol,  2  p.  422  ;  Cappur  v.  pp.  26,  34  &  35, 
Harris,  Biinb.  135  ;  Nuibroum  (e)  Duncuft  v.  Albrecht,  12 
V.  Thornton,  10  Yes.  159.  Sim.  189,  199 ;  Cheale  v.  Ken- 
id)  Doloret  v.  Rothschild,  1  ward,  3  De  G,  &  J.  27 ;  27  L. 

Sim.  &  S.  590 ;  2  L.  J.  (0.  S.)  J.  Ch.  784. 
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But  there  is  no  real  distinction  bt'twced  Govern-  Suggested 
ment  stocks  and  shares  in  companies,  such  as  the  largo  of'rur^**"* 
railway  companies,  in  wliich  there  is  always  a  free 
market ;  and  in  a  case  in  whicli  tliere  are  no  circum- 
stances rendering  an  award  of  damages  insufficient  to 
compensate  the  aggrieved  party,  the  Court  will  not 
grant  specific  performance  merely  because  the  subject- 
matter  of  the  contract  was  shares  ;  for  to  do  so  would 
be  a  departure  from  the  priiiciple  that  specific 
performance  will  not  be  granted  where  damages  are 
an  adequate  remedy  (/). 

Further,  what  was  said  in  the  leading  case  as  to 
stock  seems  e(|ually  to  apply  to  such  shares  :  "  Being 
subject  to  sudden  rise   and  fall,  the  day  is  the  most 
material    part    of   the   contract,    and    therefore    the 
contract  is  not  proper  for  a  Court  of  Equity  to  carry 
into  execution.     The  decree  might  be  beneficial  to  the 
plaintiff  one  day,  and  to  his  prejudice  the  nexi"{g). 
In  the  ordinary  case  of  shares  in  which  there  is  a  free 
market,  the  only  advantage  to  fhe  plaintiff  of  getting 
specific  performance  rather  than  damages,  Avould  be 
to  enable  him  to  get  the  benefit  of  any  appreciation 
in  tlie  value  of  the  shares,  which  might  have  taken 
place  between  the  date  of  breach  and  of  trial.     This 
benefit  he  would  not  be  allowed  to  obtain  in  an  action 
for  damages  ;  and  it  would  appear  more   consonant 
with  the  principles  of  Equity,  if  specific  performance 
were    refused    in  all    cases    where    there  was   a.    free 
Hi»rket  and  no  special  circumstances  making  damages 
inadequate. 

When  specific  performance  is  granted,  the  order  of 
the  Court  provides  for  a  proper  deed  of  transfer  to  be 

(f )  Ee  Schwahachcr  Stern  V  (</)    Cvdde^  v.    Butter,  uhi 

^cTitcaTfac-ncr  98  L  T.  1-27.  sttp.,  per  Parker,  C. 
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executed,  and  all  steps  for  procuring  registration  to- 
be  taken ;  and  if  the  securities  are  not  fully  paid,  the 
purchaser  is  also  ordered  to  indemnify  the  seller 
against  future  calls  {h). 

Indemnity.  When  specific  prefonnauce  would  be  decreed  but 
for  the  fact  that  it  is  impossible  to  enforce  it,  a^,  for 
instance,  where  a  company  has  been  wound  up  (/),  or 
directors'  consent  to  a  transfer  is  refused  under  such 
circumstances  that  tho  Court  cannot  compel  it  (^•),  the 
Court,  in  lieu  of  granting  it,  orders  the  purchaser  to 
indemnify  the  seller. 

Sjiecific  performance  will  not  be  granted  to  a  seller 
where,  on  inquiry  as  to  title,  he  is  found  to  have 
precluded  himself  from  making  a  title,  e.g.,  by 
executing  a  transfer  to  another  [1).  But  the  fact  that 
the  seller  has  only  an  equitable  title  to  the  shares, 
which  are  registered  in  the  name  of  another,  is  no 
objection  to  a  decree  for  specific  performance  or 
indemnity  being  granted  (w). 

(b)   Damages. 

Damage!.  The  more  usual  course,  on  the  breach  of  a  contract 

to  accept  or  deliver  shares,  is  to  sue  for  damages  in 
an  action  at  Law. 

(/t)   Shai<:  V.   Fisher,  2   De  v.  Stone,  2  C.  P.  50i;  NeiUon 

G.  k  Sm.  91  ;  5  De  G.  M.  &  v.  James,  9  Q.  B.  D.  546. 
G.   596.     For  form  of  order,  (A-)  Casey  v,  Bentley,  [1902] 

see  Evans  v.  Wood,  5  Eq.  9  ;  1   Ir.  Rep.   376 ;  Savjkins   v. 

Faine   v.  Hutchinson,  3    Ch.  Maltby  {No.  2),  4  Gh.  200. 
388,  (0  Shav:  v.  Fisher,  5  De  G 

(i)  Coles  V.  Bristoioe,  4  Ch.  M.  &  G.  596. 

3  ;  Cruse  v.  Faine,  6  Eq.  641 ;  (m)  Paine  v.  Hutchinson,  3 

4  Ch.  441 ;  Chapman  v.  Shep-  Ch.  388  ;  Loring  v.  Davis,  32 
herd,  2  C.  P.  228 ;  Biederman  Ch.  D.  625. 
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Where  a  purchnser  fails  to  accept,  or  a  selli^r  fails  M.;,8ure  of. 
to  deliver,  securities,  the  measure  of  damages   is  the 
difference  between  the  contract  price  and  the  value  of 
the  securities  (n)  at  the  proper  time  for  performance  (o). 

The  seller  is  under  no  obligation,  on  his  contract 
being  broken,  to  sell  elsewhere  ;  and,  similarly,  thB 
buyer  is  under  no  obligation  to  buy  elsewhere  ;  and 
the  price  realised  on  a  resale,  or  paid  on  a  repurchase, 
is  not  material,  except  so  far  as  it  niay  be  evidence  of 
the  n)arket  price  or  value  {jj). 

It  has  been  laid  down  as  law  that,  as  the  right  of 
action  accrues  on  failure  to  deliver  at  the  proper  time, 
the  damages  are  the  difference  between  the  contract 
price  and  the  price  at  that  time,  and  that  no  damages 
can  be  obtained  for  any  subsequent  rise  iu  price ;  for 
the  plaintiff  has  no  right  to  lie  by  until  the  concern 
becomes  profitable  {q).  It  was,  however,  pointed  out 
in  a  subsequent  case  (r)  that  the  person  whose  contract 
has  been  broken  ought  to  have  "  time  to  turn  round,'^ 
in  order  to  make  other  arrangements.  In  view  of 
this  decision,  the  law,  as  laid  down  in  the  cases  re- 
ferred to  above,  must  be  qualified,  and  should  now  be 
stated  to  be  that,  where  securities  are  not  delivered, 
or  are  not  taken  and  paid  for,  at  the  proper  time  for 
performance  of  the  contract,  the  measure  of  damages 
for  the  breach  of  contract  is  the  difference  between 

(n)    If   there   is    a    market  Ex.  319  ;  Roper  v.  Johnson,  8 

price,   that    fixos   the    valne,  C.  P.  167;  42  L.  J.  C.  P.  65; 

see  ante,  p.  -208.  Pott  v.  Flather,  16  L.  J.  Q.  B. 

(o)  Boorman  v,  Xash,  9  B.  &  366, 

C.  l4o;  Barron-  v.  Arnand.  8  (q)   Tempest  v.  KUner,  3  C 

Q.  B.  o95;  Philpott  V.  Evans,  B.  249. 

5  M.  &  W.  475.  (r)  Samuel  v.  Boive,  8  T.  L. 

(p)  Brown  v.  Muller,  L.  R.  7  R.  488 
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the  contract  price  and  tlie  price  of  the  securities 
within  such  a  time  after  the  breach,  as  the  Court  may 
hold  to  be  reasonable  to  allow  for  the  making  of  a  new 
contract  to  replace  the  one  broken  {s). 

If,  for  instance,  a  contract  was  broken  by  a  refusal 
to  accept  securities,  and  immediately  after  the  refusal 
a  heavy  fall  occurred  in  the  price  of  such  securities, 
the  damages  would,  it  is  submitted,  apart  from  any 
•inreasonable  action  on  the  part  of  the  seller,  include 
'the  loss  occasioned  by  this  fall. 

Time  for  The  proper  time  for  performance  is  usually  fixed  by 

performance.  ^]^q  contract,  either  expressly  or  by  reference  to  the 
rules  and  usages  of  the  Stock  Exchange. 

If  it  is  not  so  fixed,  thelaw  implies  into  the  contract 
a  term  that  the  time  for  performance  shall  be  that 
which,  taking  all  the  circumstances  into  consideration, 
shall  be  found  to  be  the  reasonable  one ;  and  the  date, 
with  reference  to  which  the  value  of  the  securities  is 
fixed  for  the  purpose  of  assessing  the  damages,  is  the 
date  so  found  {t). 

If  one  party  to  the  contract  chooses,  by  notice,  to 
fix  a  day  on  which  he  will  require  the  other  to  carry 
out  the  contract,  and  the  other  fails  to  do  so  on  that 
day,  the  damages  cannot  be  more  than  the  difference 
between  the  contract  price  and  the  price  on  the  day 
so  fixed  {v.). 

In  the  case  of  goods,  where  no  time  is  fixed  for 
delivery  or  acceptance,  the  measure  of  damages  is,  by 
statute,  prima  facie  the  difference  between  the  contract 
price  and  the  price  on  the  day  of  the  refusal  to  accept 

(s)  This  was  the  measure  of  {t)  Postlethvsaite  v.  Freeland, 

damages  adopted  in  Stev:art  b  A.  C.  o99. 

V.   Cauty,  8  M.  &  W.  160,  a  («)  SJmw  v.  Holland,  15  M.. 

case  tried  in  1841.  &  W.  136. 
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or  ilclivor  {w)  and,  altlioui^li  tlie  statute  does  not  api)ly 
to  securitius,  it  may  well  bo  that  where  uo  time  is  fixed 
the  same  rule  would  itpply. 

If  tho  time  for  performance  has  been  postponed  by 
consent,  the  date  for  fixing  the  damages  is  shifted  to 
the  new  date  agreed  upon  for  the  performance  {x). 

If  one  party  forbears  fiom  insisting  upon  perfor- 
mance at  tlie  due  date,  the  date  wben  he  gives  notice 
that  his  forbearance  is  at  an  end  becomes  the  date  for 
fixing  the  damages  (y). 

Sub-sect.  (iii). — Detention  of  Secdrities. 

When    securities  are    wrongfidly    detained,    as,  for  Wroii;iful 
.  T.  xi  1  i    J  i  deteution  of 

instance,    when    they  are    deposited    on    mortgage  or  securitios. 

pledge  and  are  not  returned  at  tht;  ])ropei'  time,  the 
person  entitled  to  them  can,  by  bringing  an  action, 
obtain  an  order  for  the  return  of  the  securities,  or 
their  value  at  the  date  of  the4rial,  together  with  dam- 
ages for  their  detention  {?c). 

If  the  securities  stand  as  high  at  the  date  of  the  Measure  of 
trial  as  at  any  time  since  the  date  when  they  were  first  f*™"'^'^" 
wrongfidly  detained,  there  will  be  no  damages  recover- 
able for  the  detention  ;  for  the  plaintiff,  in  the  action, 
gets  the  securities,  or  their  value  at  that  time,  and  so 
suffers  no  loss  by  the  detention.  If  the  securities  at 
the  date  of  trial  are  lower  than  the  highest  price  at 
which  they  have  stood  since  tho  first  wrongful  deten- 
tion, the    damages  for  the    detention  will  l)e    awarded 

(to)  Sale  of  Goods  Act,  189:^  (z)  Sheplierd   v.  Johnson,  2 

BS.  60,  51.  East,  211  ;  Oivoi  v    liouih,  14 

(/)  Ogle  V.  Earl  Vane,  L.  K.  C.  B  327  ;  2:J  L.  J.  C.  P.  lOh  ; 

3  Q.  B.  272.  Harrison  v.  Harrison,  1  C.  A' 

iy)  Re  Sclnvabacher  Stern  v  P.   412;    Doivnes   v.    Back,    1 

Schwabacher,  98  L.  T.,  127.  .Stark  ;  318  ;  18  R.  R.  772, 
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on  the  following  principles.  The  plaintiff  is  to  be  put 
as  far  as  possible  in  the  same  position  as  if  he  had  the 
securities  at  the  proper  time.  The  question  will  then 
be  one  of  fact^  namely,  what  he  would  have  done  with 
them,  if  he  had  had  them.  He  is  not,  as  of  course,  to 
have  his  damages  measured  by  the  highest  price  bet- 
ween the  first  wrongful  detention  and  the  trial  (b) .  If  he 
could  show  that  he  would  have  sold  them  at  any  given 
time^  his  damages  would  be  the  difference  between  the 
price  at  that  time  and  the  price  on  the  day  of  trial  (6). 
If,  on  the  other  hand,  the  defendant  could  show  that 
the  plaintiff  would  simply  have  held  the  securities  until 
the  trial,  the  damages  for  detention  would  be  nominal. 
The  damages  are  for  the  jurj,  and  they  may  take  into 
consideration  the  difference  between  the  price  at  the 
proper  date  for  delivery  and  the  price  at  the  actual  date 
of  delivci-y  (c).  So  where  the  price  had  risen  and 
fallen  again,  and  there  was  evidence  of  a  desire  on  the 
plaintiff^s  part  to  sell,  the  Court  of  Appeal,  exercising 
the  functions  of  a  jury,  awarded,  as  damages,  an  amount 
based  on  the  average  price  between  the  proper  date  for 
delivc-ry  and  the  trial  (d). 

When  the  securities  have  been  returned,  but  after 
the  due  date,  the  onl}^  question  to  be  decided  will  be 
the  damages  for  the  detention.  They  will  be  assessed 
on  the  above  principles. 

When  securities  are,  by  agreement,  to  be  replaced  on 
a  day  certain,  and  the  time  for  replacing  is  by  consent 
extended,  the  damages  for  not  replacing  are  calculated 


(6)   Williams  v.  Peel   River  (c)     Williams    v.    Archer,  5 

Co.,    65  L.  T.  689,    and   Mc-  C.  B.  318. 
Arthv,r  v.  Sea  forth,  2    Taunt.  (d)    Williams  x.  Feel  Bivef 

267.  Co.,  uhi  sup. 
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'Vi'ith  reference  to  the  price  on  the  oxteiuled,  and  not  on 
the  original,  date  («). 

\\  hen  a  broker  oLtainod  and  kcnt  forlninself,  under 
circumstances  amounting  to  fraud,  certain  securities 
which  belonged  to  his  client  as  "  rights"  attached  to  the 
client's  shares,  it  was  held  that  the  client  was  entitled, 
by  way  of  damages,  to  the  highest  price  at  which  the 
shares  C(nild  have  been  sold  moanwlnlc  (/). 

Sect.   VII.— DEFAULT. 

Upon  the  default  of  a  member,  the  position  of  a  non- 
member  who  has  dealings  open  with  or  through  the 
defaulter  has  by  recent  judicial  decisions  been  clearly 
defined.  It  may  now  be  stated  to  be  a  general  principle 
that  the  client's  bargains  are  not  affected  by  a  default. 

Sub-sect.   (i). — Default  of  Bboeeb. 

The  view  formerly  prevalent,  and  acted  on  by  the  Old  viovr. 

Courts,  was  that,  on  the  default  of  his  broker,  a 
client  had  by  ciistom  three  courses  open  to  him  :  (a)  to 
employ  another  broker  and,  have  his  bargain  trans- 
ferred from  the  defaulter  to  him  ;  (b)  to  complete  his 
bargain  with  the  jobber  ;  and  (^c)  to  adopt  the  closing  at 

hammer  price  as  a  closing  of  his  bargain  {g).     It  has,  \ow,  client's 

however,  now  been  established  that  the  client  has  no  bargains 

unffected. 

option  to  adopt  the  closing  at  hammer  price,  but  that  his  ig^itt  r. 
bargain,  with  all  its  incidents,  remains  open  with  the  Hamhiet. 
jobber  with  Avhom  it  was  made,  and  in  due  course  must 


(e)  BIyih  x.  Carpenter,  2  Eq.  JjX.24;3,  n  ;  Ilartas  v.  Ribbons, 

501 ;  '6b  L.  J.  Ch.  823.  22  Q.  B.  D.  254  ;  Aiuhrson  v. 

W)  Stewart  v.  Lupfon,  22  Beard,  [1900]   2   Q.  B.   260; 

W.  R.  800.  B.'ckhHsen  V.   Hamblet,  11900} 

ig)  Duncan  v.  Hill,  L.  R.  «  2  Q.  B.  18. 
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Rule  164. 


Client  must 
complete,  and 
can  compel 
jobber  to 

conipleto. 


Making. 
dowTi. 
Currie  v. 
Booth. 


be  completed  witli  him,  either  by  the  client  personally, 
or  through  auotln  r  broker  (It). 

Wlien  it  was  decided  that  the  client's  bargain  Avas 
not  affected  by  the  closing  at  hammer  price,  the  words 
of  Rule  164  (i)  were,  "  All  persons  having  accounts 
open  with  the  defaulter  shall  close  their  transactions  by- 
buying  of  and  fccUing  to  him"  at  hammer  price.  The 
position  has  now  been  made  still  clearer  by  an  altera- 
tion of  the  rule,  substituting  'members"  for  "  persons." 

There  is  nothing  to  prevent  the  client  and  jobber 
agreeing  together  to  treat  the  bargains  as  closed  at  the 
hammer  price  {k) ;  but  in  the  absence  of  such  agree- 
ment the  client  must  comfilete  the  bargain  with  the 
jobber,  and  is  entitled  to  have  it  completed  by  him. 
If  the  client  is  a  seller,  he  must  in  due  course  tender 
the  shares,  and,  if  a  buyer,  is  entitled  to  have  them 
tendered,  and  must  then  take  delivery  and  pay. 

So  also  in  the  case  of  a  loan,  the  jobber  remains  a 
mortgagee  of  the  securities  deposited  with  him, 
though  according  to  Rule  J  72  he  has  as  between  him- 
self and  the  broker  had  to  take  them  over  at  a  price 
fixed  by  the  Official  Assignee,  and  the  client,  though 
himself  in  default  to  his  broker,  may  claim  any  profit 
made  by  the  jobber  upon  them  {I). 

The  client  is  not  entitled  to  insist  on  the  jobber 
agreeing  to  the  substitution  of  a  third  person  as  the 
party  liable  to  him  upon  the  contract  in  place  of 
the    client,    or,    as  it  is  called,  "  making-down "  the 


On  Levitt  V.  Uamblet, [1901] 
2  K.  B.  5ri ;  Scoti  V.  Ernest, 
16  T.  L.  R.  498. 

(i)  Then  Rule  177. 

(k)  Levitt  V.  Hamblet,  [1901] 


2  K.  B.  at  p  66,  per  Collins, 
L.J. 

(l)  Ponsolle  V.  Weber,  [1908] 
1  Ch.  254. 
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bafgain.  So  where  a  client  botli  bought  ami  sold  tht,- 
same  securities  in  tho  same  account  of  and  to  ditVt'reut 
jobbers  through  a  brok<r,  who  diii-inj_^  that  account 
defaulted,  it  was  held  that  he  could  not  compel  the  job- 
ber, to  whom  he  had  sold,  to  "  make-down  "  with  the 
jobber,  of  whom  he  had  bought,  and  was  not,  by 
passing  the  name  of  his  seller  to  his  buyer,  relieved 
from  the  necessity  of  tendering  tlie  shares  (•»/). 

The  bargain,  as  between  jobber  and  broker,  is  closed 
at  hammer  price  ;  and  the  same  bargain,  as  between 
jobber  and  client,  remains  open.  The  jobber,  if  the 
hammer  price  shows  a  profit  to  him,  proses  against 
the  defaulter's  estate  ;  but,  even  if  he  is  paid  in  full, 
his  rights  against  the  client  are  not  thereby  affected  (n) . 
If  he  completes  with  the  client,  or  obtains  damages 
against  him  for  non-completion,  what  he  receives  will, 
under  ceitain  circumstances,  be  handed  to  the  Official 
Assignee,  as  representing  the  broker's  estate  ;  hxxt  this 
is  a  matter  of  internal  management  of  the  Stock 
Exchange,  with  which  the  client  has  no  concern  [o). 

As  has  been  pointed  out  elsewhere  ( ^>),  a  broker  is  not  Broker's 
entitled  to  be  indemnilied  by  his   client  in   res]>ect  of 
differences  arising  upon   the  closing  of  the   broker's  Duncan  v. 
bargains  under  the  hammer,  unless  the  broker's  default    '  " 
is  caused  by  the  client  [q)  ;  but  where  the  client,  having  Hartae  v. 
been  given  the  option,  has  elected  to  treat  his  bargain  ^»^^'<^'»*- 
as  closed  by  the  hammer,  the   broker  is  entitled  to  an 
indemnity  (r). 

(m)  Cnrrie  v   Booth,  7  Com.  Ex.  '242  ;  Lacey  v.  Hill,   Crov:- 

C'as.  77.  ley's  Chiim.   18  Eq.   182;  and 

(n)  Stontham  v.  ]Vyman,  6  see  Allen  v.  Wingrwe  17  T.  L. 

Com.  Cas.  174.  K.  2t)l. 

(o)  Ante,  p.  96.  ('")  JIartas  v.  liiili.>n.<  22  Q. 

(p)  Ante,  ]\21S.  B.  D.  2:.K 

iq)  Duucan  v.  Hill,  L.   R.  8. 
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Laceyv  Bill,       When  the  broker's  default  is  attributable   solely  to 

Uronley  a 

Claim.  the   particular  client  failing  to  meet  his  obligations  to 

the  broker,  it  has  been  held  that  the  broker  has  a  right 
to  be  indemnified  if  he  -was,  at  the  date  of  the  closing 
of  the  bargain  as  between  himself  and  the  jobber  under 
the  hammer,  entitled  to  close  the  client's  account;  for 
the  sale  or  purchase  under  the  hammer  is  in  such  a  case 
treated  as  authorised  by  the  client  [s),  and  it  is  con- 
sidered immaterial  whether  the  account  is  closed  by  the 
operation  of  the  rules  of  the  Stock  Exchange^  or  by 
the  broker  [t).  In  view  of  the  decisions  that  the 
closing  under  the  hammer  is  not  a  closing  of  the 
client's  bargain,  it  would  now,  perhaps,  be  simpler  to 
base  these  decisions  on  the  ground  that  the  broker  is 
entitled  to  be  indemnified  in  respect  of  a  loss,  which  has 
arisen  solely  through  tlie  client's  failure  to  do  his  part 
in  respect  of  bargains,  entered  into  on  the  Stock 
Exchange  on  his  behalf,  which  necessarily  involved  a 
personal  liability  on  the  part  of  the  broker.  The  mere 
fact  that  the  clieiit  owes  money  to  the  broker  is  not 
sufficient  to  entitle  the  broker  to  an  indemnity  in 
respect  of  the  hammer  price  losses ;  nor,  apparently,  is 
it  sufficient  that  the  client  is  one  of  the  several  who 
are  in  default  to  the  broker,  and  whose  joint  failure 
to  meet  their  obligations  has  caused  the  broker's 
-default    in). 


(s)  Lacey  v.  Hill,  Croivley's  {t)    Thacl-er  v.   Hardy,  4  Q. 

Claim,  ubi  sup  ;  Ellis  V.  Pond,      B.    D.     680,     at     p.    689,  per 
[1898]  1  Q.   B.  at  p.  461,  per      Lindley,  J. 
Collins,  L,  J.  (u)  Duncan  v.  Hill,  L,  E.  8 

Ex.  242. 
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SuB-SKCT.  (ii). — Default  of  Jobber. 

Where  a  iobbor,  with   wlioiii  h  client  has  a  bargain  f>n  jobber's 

.  1    r      1  1      default,  client 

open  through  a  broker,   is  declared  a  deiaulrer,   the  has  no  remedy 

bargain,    as  between  the  broker    and   the  jobber,    is  Jf"^'^^' 
thereby  closed ;  but  the  client's  bargain  with  tlie  job- 
ber remains  o})l'u.     The  client,    apart  from  some  spe- 
cial agreement,  has  no  remedy  against  the  broker,  as 
he  is  not  a  del  credere  agent  {ic). 

The  client  could  no  doubt  agree  with  his  broker  and 
the  jobber  to  treat  the  bargain  as  closed  by  the  ham- 
mer, and  in  such  case  the  broker  would  account  to  the 
client  for  anything  he  might  receive  in  respect  of  the 
client's  bargain  from  the  Official  Assignee  as  repre- 
senting the  jobber's  estate.     Apart  from  such  agree- 
ment, the  client,  except,   perhaps,  where  he  treats  the  Contract  with 
default  as  an    anticipatory  breach  {x),  must  in  due  j^^^"  ^^^'^^^ 
course    complete  his    bargain  by    tendering  the  secu- 
rities, if  he  is  a  seller,  and    payiug  for  them  when 
tendered  to  him,  if  he  is  a  buyer.     If  the  jobber  will 
not     deliver    the     securities,     or     accept    and    pay 
for   them   when     tendered,    the    client     would   have 
his  usual  remedies  for  breach  of  contract,  and  in  the 
same  way  will  himself  be  liable  to  an  action  by  the 
jobber,  notwithstanding  the  default,  should  he  fail  to 
accept  and  pay,  or  to  deliver,  in  due  course.  The  client  But,  possibly 

11  -11  •    •  •  e      ^  ■Ly       )     client  could 

could,  possibly,  on  receiving  notice  c>i  the   jobber  s  treat  jobber's 

default,  treat  this  as    an  intimntion    that  the  jobber  <ieJ»H'*  f\^^ 
'  J  anticipatory 

would  not  complete,  and  either  accept  this  intimation  breach, 
as  a  final  breach,  or  refuse  to  so  accept  it,  and  hold 
the  jobber  to  his  bargain  (t/). 

(to)  GtZZ  V.  S'/j^^fcercZ,  8  Com.  (t/)    As   in  other   cases    of 

Cas.    p.    48 ;     and    see    anU,  anticipatory   breach,     as     to 

p.   114.  which,  see  ante,  pp.  207-20P, 

(«)   Anie.  p.  207.  214-220. 
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Position  on  There  are  several  points  of  some  difficulty  which 
jobbernotyet  niight  arise  on  the  default  of  a  jobber,  but  which  have 
^/Tned  ^°^  y^^  been    the   subject  of  judicial  decision.     For 

instance,  ifc  seems  doubtful  whether  a  broker  is  entitled 
to  be  indemnified  by  his  client  in  respect  of  hammer 
price  dilferences  arising  on  the  jobber's  default.  On 
the  one  hand,  it  has  been  laid  down  that  the  client  is 
not  affected  by  the  hammer,  and  on  the  other,  the  loss 
incurred  by  the  broker  is  due  to  his  having  entered  into 
a  bargain  for  his  client  subject  to  rules  which  involve 
the  risk  of  this  loss.  So,  too,  it  is  not  clear  whether  a 
client  is  entitled,  as  of  ri^ht,  to  recover  from  the  broker 
what  he  receives  from  the  jobbei-'s  estate  in  respect  of 
the  bargain  made  for  the  client ;  for  though  the  hammer 
does  not  affect  the  client's  bargain,  the  broker  has 
received  this  sum  in  the  course  of  his  agency.  In  fact, 
the  principles  laid  down  by  the  recent  decisions  as  to 
the  rights  of  non-members  on  a  default  seem  to  give 
rise  to  rather  an  anomalous  position  in  the  case  of  the 
default  of  a  jobber,  and  it  must  be  admitted  that  the 
position  in  nhat  case  is  not  clearly  defined. 


Sub-sect  (iii). — A  Defaulter's  Estate  and  the 
Public. 
Official  On  the  default  of  a  member,  it  is  the  practice  for  the 

^uSeTn^°^  Official  Assignee  to  collect"  all  the  defaulter's  Stock 
bankruptcy.  Exchange  assets,  including  the  balance  at  his  bank, 
and  to  distribute  them  among  the  creditors  on  Stock 
Exchange  transactions  (z).  Where  a  defaulter  has  sub- 
sequently been  made  a  bankrupt,  questions  have 
arisen  as  to  what  assets  the  Official  Assignee  can  re- 

(z)  Rule  169- 
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tain  for  tiie  Stock  Exchange  creditors  as  against  the 
trustee  in  bankruptcy,  who  represents  all  creditorH 
who  }>rove  in  thebankiuptcy  (a). 

Under  the  law  of  l)ankriiptcy,  all  a  bankrupt's 
assets-  at  tlie  coniinencenieut  of  the  hankruptcy  vest 
in  the  trustee  in  bankruptcy,  and  the  title  of  the 
trustee  relates  back  to  the  earliest  act  of  bankruptcy 
comiiiifcted  by  the  bankrupt,  provided  it  was  coniicifc- 
ted  within  three  mouths  of  the  ])resentation  of  the 
petition  on  which  he  is  adjudicated  bankrupt  (6). 

Default,   followeil  by   the  vesting  of  assets   in  the  Default  is  an 
Official  Assignee,  is  itself  an  act  of  bankruptcy (c).         rnptcy. 

In  Toinkin-^  v.  Soffery  [d),  the  facts  were  that  a  de-  '''omkina  r. 
faulter  liad  given  notice  to  the  officials  of  the  Stock 
Exchange  of  his  inability  to  meet  his  engagements, 
and  had  at  his  own  request  been  declared  a  defaulter, 
and  Ijad  then  called  together  his  Stock  Exchange 
creditors,  and  told  them  that  he  could  pay  them  12s. 
4d.  in  the  £.  He  thereupon  handed  over  to  the 
Official  Assignee  the  balance  at  his  bank,  and  this, 
•with  what  other  funds  came  to  his  hands,  the  Official 
Assignee  distributed  among  the  Stock  Exchano-e 
creditors.  "Within  three  months  a  bankruptcy  petition 
was  presented,  and  on  it  the  defaulter  was  subsequently 
adjudicated  bankrupt.  In  the  Court  of  Appeal  {*■) 
the  handing  of  the  assets  to  the  Official  Assignee  was 
held  to  be  a  cessio  honorum,  or  a  transfer  of  all  the 

(a)    Tlie    Stock     Exchange  {c)  Poiisford  Baker  &  Co.  v. 

creditors   can  prove   for  the  Union  of  London   ^-  Smith's 

hammer  price  differences :  Bank,  [1906]  2  Ch,  444. 

Exp.  Ward  (Xo.  2).  22  Ch.  D.  (d)  3  A.  C.  213. 

132.  (e)  Ex  p.  Saffery,  In  re 

(h)  Bankruptcy  Act,  1883.  Cooke,  4  Ch.  D.  555. 
(46&47Vict.c.52),  s.  43. 
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bankrupt's  assets,  and  consequently  a  fraud  on  the 
law  of  bankruptcy,  and  also  to  be  a  fraudulent  pre- 
ference. This  decision  was  approved  by  the  Housa 
of  Lords  on  practically  the  same  grounds.  It  was 
held  that  the  trustee's  title  related  back,  and  the 
Official  Assignee  was  directed  to  pay  to  the  trustee  an 
amount  equal  to  the  bank  balance  whicb  had  come  to 
his  hands. 

Richardsonr.  I"  Richardson  V.  Stormont  Todd  (/I,  the  defaulter 
T^*!!?*^"*^*  was  hammered  for  not  meeting  his  engagements- 
Nothing  appears  in  the  report  of  tlie  case  as  to  whe- 
ther it  was  at  his  own  request  or  not.  At  the  time  of 
the  hearing  the  default  had  not  been  followed  by 
bankruptcy.  The  question  arose  whether  all  the 
defaulter's  assets  vested  in  the  Official  Assignee,  and 
it  was  held  that  they  did.  Collins,  L.  J.,  said  :  "As 
to  whether  these  rules  "  (the  Stock  Exchange  rules  as 
to  default")  "  operate  as  a  cessio  bonorum,  or  transfer 
of  rights,  Tomkins  v-  Saffery  is  not  only  an  opinion^ 
but  a  holding  that  they  do,  and  that  such  transfer  is 
an  act  of  bankruptcy." 

In  Ponsford  Baler  &  Co.  v.  Union  of  London  and 
Smith's  Banh  {g),  a  broker  had  pledged  certain  securi- 
ties with  his  bank  against  an  advance.  On  his  default 
the  Official  Assignee  representing  his  Stock  Exchange 
creditors  tendered  to  the  bank  the  amount  due  to 
them  and  demanded  delivery  of  the  securities.  It 
was  held  by  the  Court  of  Appeal  that  the  default  svas 
an  act  of  bankruptcy  and  that  the  bank  who  had 
notice  of  it  were  justified  in  a  refusal  to  deliver  up 
the  securities  on  that  ground. 


(/)  [1900]  1  K.  B.  701.  (g)  [1906]  2  Ch.  444. 


liKKAIJl.T.  2U 

UiHurfiicus   ju-ism^'    |,y    rcjujun   .it"   Mm'  c-oiiij)iilH.iry  Thr  artiiiriHi 
closing  of  iMi'gains  ..n  a (k-faiilt  fnnn  jui  :ii-tilicial  iiiiul,  [7'1'rbnvU.. 
and  this  fund  ,;m  bo  rciaimid  \>y  []\c  (Jllicial  Assigiioo 
as  against  tlif  tnislfo  in  bankruptcy  under  all  circuni- 
stances  {!,).     Dillcrences,  too,  corning  to  tliu  dolaultcr,  In  re  WnoH.i 
wliicli  aiisc  in  tho  course  of  the  completion  of  bar^'ains 
by  passing  of  tickets  (i)   fonn  a  similar  fund,  wiiiiji 
can  likewise  bo  retained  (/,). 

If  bankruptcy  supervenes  within  three  months  of 
the  default,  the  trnatee  in  bankruptcy  is  entitled  to, 
and  call  recover  from  the  Ollicial  As>ignee,  all  other 
assets  Coming  to  his  hands  as  representing  tho  <le- 
faulter,  such  as  the  defaulter's  bank  balance  (/),  and 
gums  due  by  meml)ers  or  non-rai'mbers  for  ordinary 
d i Here n COS  {)ii). 

Against     the    fund     in    tho    hands    of    ihu    Ollicial  ^'""•"ifin- 
Assignee  non-memtiers   Jiave   no   rights,    but  if  they  ali.wpri  to 
have  a  claim  against  the  defaulter's  estate,  and   that  JJ^J-^'J'|\^^/.® '" 
claim  is  admitted  by  the  creditors,  or,  in   case  of  dis-  »-'st"te. 
])ute,    by    the    Committee,    they    will    be    allowed    to 
participate,  and  can  be  represented  by  a  member  at 
the  meeting  of  creditors  {71).     No  claim  not  arising 
out  of  Stock   Kxchange  transactions  is   in   any   evuiil 
admitted  (0). 


(//)   In  re    I'lnmhbj,  Ex  ]>.  (k)  In  vr  WkihIiK  Kx  }i.  Kmuj, 

Grant,  lo  Ch.  1 ).  Ct;?.  82  L.  'I'.  :.04 ;  W.  N..  1  190o"  Kl. 

(i)  On  ftccount  day  mciii-  (I)  Ti'mhins    v.   SmT-n/,  >n<i 

l)ers  receive  or  pay  the  differ-  sup, 

enc-e    between    ttie    price    of  (m)  In   re    W'oodJ,  irbi  snjt. ; 

tlieir  bargains  and  the  ticket  A'jxr/   v.  Hutlon,  [IJ'OOJ  2  Q. 

price  or  making-up  price,  as  B.  o04. 

the  case  maj-  be  :  see  ante,  ])p.  (n)  Kule  ]  74. 

75,  7t).  (0)  Rule  175. 

S.  E.  16 
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Default  a  'f  lie  Vesting  of  the  Stock   Exchange  assets  in  the 

rMw.i?ic/i«r.i- Official  Assignee  being  a  cefisio  honorum,  tlie  Otiiciai 

son  V.  Stor-        .       •  ■       \  •  „       i.  x 

mont  Todd      Assignee  can  sue  in  his  own  name  to  recover  assets 

due  to  the  estate  of  a  uet'aulter  {p).  Whei-e  there  is 
no  bankruptcy,  the  assets  of  a  defaulter  vest  in  the 
Official  Assignee.  The  Official  Assignee  has  a  para- 
mount right  to  everything  recovered  by  him  in  respect 
of  debts  due  to  the  defaulter,  whether  he  has  recover- 
ed in  his  own  name,  or  in  the  name  of  the  defaulter. 
The  amount,  therefore,  recovered  by  the  Official 
Assignee  in  an  action,  brought  by  him  in  the 
defaulter's  name,  cannot  be  attached  by  a  judgment 
creditor  of  the  defaulter  (q).  So,  too,  if  the  Official 
Assignee  sells  assets  which  come  to  his  hands  as 
assignee,  the  purchaser  from  him  must  pay  the 
puri  base  price  in  full,  and  cannot  set  off  any 
claim  which  he  may  have  against  the  defaulter  (?•).  If 
the  purchaser  is  in  a  position  to  prove  against  the 
defaulter's  estate  in  respect  of  such  claim,  he  may  do 
so  but  if  not,  he  must  pursue  his  ordinary  remedies. 

It  lias  been  held  that  when  the  Official  Assignee  sues 
in  the  name  of  a  defaulter,  the  defaulter  need  not 
give  security  for  costs,  as  the  defaulter  is  not  a  nominal 
}ilaiiiliff  («).  . 

(jj)  Bichardson  v.    Stormont  (r)  Richardson    v.  Stonnont 

Todd,  [1900]  1  K.  B.  701 ;   and  Todd,  ubi  sup. 

■  see  also    Tomkins   v.  Sajfenj,  {s)  Hinde  v.  Haskev),  1  T.  L. 

ubi   sup.;     Lomas  v.    Graves,  R.  94  ;  K.S.C.  Orel.  LXV.  r,  26 
[1904]  2  K.  B.  667. 

(ij)  Lovias  V.  Graves,  libi  stq). 


16a 
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CIl  Air  Fill    V. 
(iVMINC   AM)   \VAC;KI11N(;— LKKMANS   ACT. 

Sect.  I.— GAML\(i   AND  W ACIORING. 

The  Cuinmon  IjUw  has  no  provision  against  wagers ; 
and  tlierefofc,  beton'  tlio  passing  of  tlio  statutes 
rot'orroil  to  bolow,  a  bet  on  the  price  of  stock  or  ^^llareR 
t'onld  ho  enforced  in  tlio  Courts. 

In  1753  was   passed    Sir    Joim  Barnard's  Act    (aV  Barnard's 
directed    against    tlie    "infamous    practice    of   stock- 
j<>1)bing."     Tliis  statute  rendered  all  contracts  for  the 
sale  of  public  or  joint  stock  or  otber  pultlic  securities 
wlicre   the    seller    was    not    actual    possession    of,    or 
i-ntitlod  to,  the   securities,  and  all  contracts  on  whicli 
a  premium  was  paid  for    liberty  to  put  upon,    deliver 
receive,  accept,  or  refuse  any    public  or  joint  stock  or 
]Miblic  securities  whatsoevei",  and  all  wagers  or  con- 
tracts in  the  nature  of  putts  and  refusals  relating  to 
th((  present  or  future  price  or  securities  null  and  void 
and    nil    monies   paid    thereunder     recoverable    with 
(l-Mil)le  costs  of  suit. 

The  operation  of  this  statute  was  soon  confined  bv 
decisions  of  the  Courts  to  dealings  in  English  funds  {h), 
and  to  cases  where  no  genuine  intention  to  deliver 
could   be    proved    (c)  ;  methods,   too,  of   evading  its 

(rt)  7  Geo.  II.  c,    8.  {r)  Mortimer  v.  McCallan,  ♦! 

(h)  WdU  V.  Vorter,  2    Bing.  M.  &  W.  58  ;  !»  31.  &   \\\  HX(>; 

N.  C.  722  ;  Henderson   v.  Bise,  9  L.  J.  Ex.  To. 
:1  f>tark,  l-'»8. 
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provisions  were  soou  discoverod^  particularly  by  rather 
complicated  arrangements  of  loans  of  securities,  with 
an  agreement  to  replace  them  at  a  future  date,  secured 
by  a  bond  {d}  ;  Avith  the  result  that  before  very  long  it 
ceased  to  be,  to  any  great  extent,  effective  (ej.  It  was 
Repealed.        finally  repealed  in  1860  (/). 

Ganiirjg  Act,  In  1845  was  passed  the  Gaming  Act  [q),  which 
rendered  all  contracts  by  way  of  gaming  and  wagering 
null  and  void,  and  prohibited  actions  to  cover  money 
won  on  such  contracts,  or  deposited  to  abide  the  event 
upon  which  the  wager  had  been  made. 

Read  V.  Notwithstanding  this  statute,    an  agent,  who  was 

employed  to  make  bets  for  a  principal,  was  held  entitled 
to  be  indemnified  by  his  principal,  if  the  result  of  not 
paying  the  bets  would  be  to  injure  the  agent  in  his 
business  {h).  This  principle  would  apparently  not  have 
been  applicable  to  the  case  of  a  broker  making  bets  for 
a  client  with  a  jobber,  because  the  rules  of  the  Stock 
ll^xchange  do  not  provide  for  enforcement  of  any 
contracts  of  such  nature  {i),  and  it  is  difficult  to  see 
how  the  broker  could  be  injured  by  not  carrying  out 
Gamin-  Aot,  such  a  bargain.  However  this  tnay  l)e,  the  Gaming 
^^'^^'  Act  of  1892  (A-)  has  now  rendered  it  impossible  for  a 

broker  to  recover  commission,  or  indemnity,  in  such 
case,  by  enacting  that  any  promise,  express  or  implied, 

(d)  Sec  Sandars  Y.  Kentiah,  (t*  In  Th acker  v.  Hardy,  4 
8  T.  R.  162.  Q.  B.  D.   685,  Brett,  L.  J.,  at 

(e)  It  was,  however,  given  p.  694,  said  that  in  such  case 
effect  to  ill  1857 :  NicJwlson  v.  there  would  be  no  right  to  in- 
Gooch,  5  E.  &  B.  999  ;  25  L.  J.  dcmnity  ;  but  this  was  before 
Q.  B.  ]37.  Head  V.   Anderson   (in   which 

</)  23  Vict.  c.  28.  case  Brett,  L.  J.,   dissented); 

{g)S  &9  Vict.  c.  109.  see  also  Cooper  v.  Neil,  W.N., 

(h)  Read  v.  Anderson,  VS  q.      (1878)  June    1st ;  27  W.   R. 

B.  D.  779  -     1^9. 11- 

(Ic)  55  Vict.  c.  9. 
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to  pay  any  person  any  Miin  paid  by  liini  in  respict  of 
a  contract  niado  null  ami  void  by  the  Gaming  Act  oi' 
1845,  or  to  pay  any  sum  as  commission  or  rcwunl  in 
rosj)e('t  of  such  contract,  shall  be  null  and  void,  iind 
no  action  sliall   l)e  brought  tu  recover  such  sum. 

In  considering  the  application  of  those  statutes  to 
deiilings  in  stock  and  shares,  it  is  well  to  bear  in  mind 
the  distinction  between  speculation  and  gaming. 

A   very   large     nundjcr  of     dealings  on     the   Stock  IHstiuction 
lOxchange  are  of  a  speculative  nature;  persons  buy  and  speculation 
sell  shari's  for  ;i  future  date,  with  the  hope  tif  making  a  '^'"^  g"'niiij,. 
protit  by  the  rise  or  fall  in  price,  and  often  without  the 
least  intention,   or  even   ability,  either  to   pay  fol:  the 
securities,  or  to  deliver  them,  but  meaning  to  resell  or 
repurchase  before  the  time  for  delivery  arrives.     Tlii-. 
mithod  of  doing  business    is  by  no  means    coniined  to 
stocks  and  sliares,  but    is  of  every-day    occunence  in 
almost  all  connnodities  :    aud  as   far  ;is  the  distinction  Porget  v. 
betsvi>en  speculation  and  gaming  is  concerned  it  makes '^'''^"''" 
but    little    difference    whether    the    conanodities    are 
actually  paiil  for,  and  held  with  a  view  of  selling  again 
at  a  profit,  or  v.hether  the  matter    is    arranged    by    a 
resale  before  the  time  for  deliveiy.     Such  dealings  are 
perfectly    legitimate      (/).     (laming     and     wagering 
contracts,  on  the  other  hand,    are  not  real  dealings  at 
all  ;  they  may  take  the  f(trm  of  purchases    and    sales, 
but  they  are,  in  fact,  mere  bets  on  the  market  price  of 
comnioditit'S  at  a  future  date.      For  a  contract  to  l)e  a 
gaming  and  wagering  Contract,  there  nnist  nut  only  be 
no  intention  on  the  part  of  either  party  to  deliver,  or 
take  delivery  of  the  conmiodities,  but  also  no  obliga- 
tion on  either  to  do  so  ;  there;  must  be  an    agreement 

(()  Fonji-l  V:  Oslirjnii,  (l^'»'.)    A    <'.  •'>\^.  }"'r  I-hi<1  lJ.'i>tli.ll, 
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TItacker  V. 
Heady. 


Gaming 
practically 
iiiipdssible 
on  Stock 
Exchange. 


or  uuderstanding  that  all  the  buyer  has  to  do  is 
to  receive  from,  or  jiay  to,  the  seller  the  difference 
between  the  price  of  the  bargain  and  the  price  at  some 
future  date.  Further,  the  essence  of  gaming  and 
wageiin^  is  that  one  party  is  to  win  and  the  other  to 
lose  upon  a  future  event,  which  at  the  time  of  the 
contract  is  of  an  uncertain  nature  'jn). 

Applying  these  principles  to  dealings  in  stocks  and 
shaves^  it  may  be  stated  that,  although  it  is  possible  to 
speculate  or  gamble  on  the  Stock  Exchange,  it  is  almost 
impossible  to  make  a  contract  there,  which  is  void  under 
these  statutes.  On  the  other  hand,  it  will  be  seen  that 
Avagering  contracts  on  the  price  of  storks  and  shares 
are  frequently  entered  into  off  the  Stock  Exchange. 

Transactions  on  the  Stock  Exchange  are  governed  by 
the  rules,  and  by  the  rules  all  bargains  as  between 
members  are  for  completion  in  the  manner  already 
described,  and  necessarily  involve  an  obligation  upon 
one  to  take  delivery,  or  pass  the  name  of  some  one  who 
will  do  so,  and  upon  the  other  to  make  delivery  himself, 
or  provide  another  who  will.  This  obligation  attached 
to  the  bargain  as  soon  as  made,  and  the  parties  can 
only  get  rid  of  it  by  subsequently  agreeing  to  enter 
into  a  converse  bargain  with  each  other.  It  w^ould,  no 
doubt,  be  possible  for  members  to  agree  to  bet  on 
prices;  and,  if  this  w^ere  done,  a  member  could  in  a 
Court  of  Law  rely  on  the  Statute  as  a  defence.  Such 
a  case  has  never  arisen,  though  it  has  been  suggested 
that  such  defence  might  prevail  {n). 

As  far  as  the  public  are  concerned,  they  do  practi- 
cally all  their  dealings  through  a  broker,  and  seldom 
come  into  contact  with  the  jobber.    As  between  a  client 
(>»)  Thdcker  V.  Hardy,4  Q.  (n)     In  re   Aforc/an,   Ex  p. 

B.  D.  685  per   Cotton,   L.  J.      Marnham,  30  L.  J.  13k.  1  ;  2  De 
lit  p.  695.  -  G.  F.  &  J.  634. 
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iiiul  :i  broker,  who  on  his  instructions  lias  made  bar- 
or:iins  with  a  jol)hor,  tho  Acts  can  have  no  iipplication 
apart  from  some  vt-ry  spoc-ial  arrangement;  for  the 
broker  is,  by  the  rules,  umler  liability  to  the  jobber  to 
tleliver  or  take  (U-livery,  ami  is  entitled  to  an  indem- 
nity and  remuneration  from  his  client.  The  client's 
loss  is  not  the  broker's  gain,  for,  whether  the  securities 
rise  or  fall,  he  ^^ets  only  his  rennmeration.  Tho 
position  is  well  illustrated  by  the  case  of  'I'liacker  v. 
Uardy  (o),  an  action  by  a  broker  against  his  client  for  y/^j"^/'''^^' 
indemnity  and  commission,  when  the  following  faets 
were  found :  that,  to  the  knowledge  of  th'.' plaintilf, 
tho  defendant  was  a  speculator,  and  nevei-  ox])ectedor 
intended  to  accept  delivery  or  to  deliver;  that  the 
defendant  knew  that  he  incurred  a  risk  of  having  to 
accept  or  deliver,  if  the  plaintiff  could  not  ai-range 
mattei's  R<i  as  to  render  nothing  I)ut  differences  payable 
to  or  by  him;  and  tiiat  the  plaintiff  knew  that,  if  he 
could  not  so  arrange,  the  defendant  would  be  unable 
to  pay  or  deliver.  It  was  nevertheless  luld  that  a 
)(loa  of  gaining  and  wagering  was  no  defence. 

Apart  from  special  agreement,  a  broker  is  not  bound 
to  sell  for  a  client  what  he  has  bought,  or  to  repurchase 
what  he  has  sold  ;  but  even  if  he  agreed  to  do  so,  the 
contract  would  not  be  void ;  for  there  would  really  be 
two  enforceable  bargains,  which  the  practice  of  tin- 
Stock  Exchange  allows  to  bo  set  off  against  each 
other   {]>). 

This  would  be  Very  apparent,  if  the  j)urchase  was 
from  one  jo])bcr  and  the  sale  to  another,  and  one  of 
tht-m  was  declared  a    defaulter;    for  then   then'  coidd 

(..)  I-  <,».  n.  I).  08.").  lolluwr.l  ip)  See  Thwhrv.  Hardy, 

ill   ht    re   Ui'ijem,   15   Ch.    I).        uhi  sup.  at  pp.  <!9l,  (i92,  per 
•JU7.  Branwell.  L.  .J. 
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be  no  setting  off,  and  the  client  would  have  to  complete 
one  bargain,  irrespective  of  whether  he  could  enforce 
his  rights  as  to  the  other.  Further,  even  in  such  case 
the  client's  loss  is  not  the  broker's  gain. 

The  judgments  in  Tliacker  v.  Hardy  were  approved 
by  the  Privy  Council  in  Forget  v.  Ostigny  (5),  and 
must  now  be  accepted  as  an  authoritative  exposition 
of  the  law. 

If  a  bargain  were  made  by  a  nou-member  with  a 
jobber  that  under  no  circumstances  should  either  party 
be  compellable  to  take  or  deliver,  but  that  the  matter 
should  be  settled  by  the  payment  of  differences  only, 
the  bargain  would  be  null  and  void  (r) ;  and  if  a 
broker  made  such  a  bargain  for  a  client,  he  could  obtain 
neither  indeumity  nor  remuneration,  as  the  bargain 
would  bo  void  under  theGaunng  Act  of  1845,  and  the 
agreement  to  indemnify  or  remunerate  the  broker 
would  be  void  under  the  Gaming  Act  of  1892  (s). 

Time  Bargains    of    this  nature  have   ])een    called  "time 

bargain.  •       55        *    <^^     •  1  •      u  •      • 

bargains.        A  "  time  bargain,     m  its  true  sense,  is  a 

bargain  of  purchase  or  sale  for  deliveiy  at  a  future 
date,  with  a  concurrent  agreement  tliat,  when  the  time 
for  delivery  arrives,  the  original  bargain  shall  be  settled 
]>y  a  resale  or  repurchase  at  the  market  price,  so  that, 
in  effect,  all  that  can  pass  between  the  parties  is  the 
difference  between  the  present  and  future  market  prices. 
It  has  been  stated  in  evidence  that  this  kind  of  contract 
is  unknown  on  the  Stock  Exchange  (t).  A  jury,  how- 
ever, has  twice  found,    tliat  such  contract  has  been 

((/)  (1S95)  A.  p.  318.  V.  Neil,   (1878)    VV.  N.  V2H  : 

(r)GrizeivoodY.  Blanf;U  C.  :i7  W.  R.  159,  n. 

B.  ryiC,  :.38;    21  L.  J.  C.  P.  40.  (t)  ThacWr  v.  Uanly,  4  Q. 

(«">  And  probjibly   also  void  B.  D.  085. 

apart  from  this  Art :  Cooper 
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iViade  {'<)  ;  but  in  one  case  a  new  trial  was  ordered,  :mt\ 
the  tindiiJi^  in  the  other  has  been  adversely  coinmented 
upon  by  the  Court  of  Appeal  {n). 

Ootion  dealings,  nnidf  in  tlie  ordinary  course  on  tlio  options. 
Stock  Excliani>:e,  are  not  traniing  and  w:igerint>f  con- 
tracts ;  but  if  it  were  found  that  tliero  was  a  tacit  under- 
standing that  the  Icii^'ains  shouhl  not  be  enforced,  but 
that  differences  only  should  be  payabk',  they  would 
come  within  tlu'  Act,  aiul  consequently  would  bo 
void  (x). 

It  may,  then,  be  stated  as  a  general  rule  that,  apart 
Irojn  very  nnusu.-d  circumstances,  a  contract  madi'  on 
the  Stock  Excdiange,  or  upon  any  provincial  Stock 
I'lxchange  with  similar  rules  and  usages,  and  whcthei- 
between  })rincipals  direct  or  through  an  agent,  is  not 
made  by  way  of  gaming  and  wagering.  The  mere  fact 
tliat  a  contract  purports  to  be  subject  to  such  rules  is 
not  cunclusive,  «ind  will  not  exclude  evidence  that 
there  was  in  fact  a  tacit  understanding  that,  in  spite 
of  the  foi-ni  of  the  contract,  there  should  be  no  iddiga- 
tion  ou  either  party  to  take  or  deliver,  but  that  in  an\ 
t'vent  differences  only  should  be  payable.  If  such  an 
understanding  were  established  by  tlie  evidence,  tl  u 
contract  would  be  nidi  and  void. 

The  cases  in  which  the  Courts  have  held  the  trans- Pralines 

actions  to  be  gaming  atul   wagering,  in    spite  of  th<i  principals 

,      '  ,.      ,  off  the  stock 

form   of    the    contracts,    are    almost    entirely    cases  gjj.,^^,,^,^  j,re 

between  members  of  thepublicaiid  dealers  instocksand  *'*'■*'"  ^'■'  ^^"^ 

'  of  gair.iiig 

shares  who  are  not  meml)ers  of  any   Stock   Exchange,  ami  wager- 
ing'. 

(a)  Urizeicoud      v.     IVnne  ;  (x)  Jluitenlaiidi.tclie    Baiik- 

Cooiier   V.  Neil,  iilii  sitp.  vereeniging   v,  TlililesJieim,  19 

()'•)    Thttrker   V.  Tfaiilij,    uhi      'V.  \,.  R.  Cto. 
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Form  of 
contract  not 
(Mnolusive. 


Universal 
Stock  Ex- 
chnnge  v. 
Strachan. 


the'  dealings  being  between  them  as  principals  {ij). 
."^uch  dealers  are  often  spoken  of  as  ''  outside"  stock- 
brokers, a  term  somewhat  misleading,  as  generally 
such  dealers  are  not  brokers  at  all,  and  there  are  many 
brokers  outside  the  Stock  Exchange  who  carry  on  a 
perfectly  legitimate  business. 

Various  attempts  have  been  made  to  frame  a  con- 
tract, which  would  enable  such  dealers  to  make  what 
are,  in  fact,  bets  on  the  price  of  securities,  and  yet  be 
able  to  sue  in  a  Court  of  Law  for  their  winnings.  For 
some  time  this  was  successfully  accomplished  by  con- 
tracts purporting  to  he  for  ordinary  sales  and  purchases 
and  to  bind  both  partii-s  to  deliver,  or  take  delivery, 
if  called  upon  to  do  so  {z)  ;  but  in  I'nirerxal  Sfoek 
Exchange  v.  Strachan  (a).  Cave,  J.,  put  the  following 
question  to  the  jury  :  "Notwithstanding  theae  ostensible 
terms  of  business,  was  there  a  secret  understanding  that 
the  stock  should  never  be  called  for  or  delivered,  ;nid 
that  differences  only  should  1)0  dealt  with  ?  "     On  the 


(y)  The  business  of  such 
dealers  has  also  beeu  called 
Bucket  shops,  tlie  keeping  of  a  "bucket 
shop."  The  term  in  its  strict 
sense  applies  only  to  what  is 
known  as  "  betting  on  the 
tape,"  which  cojisists  of  pur- 
chasing and  selling  securities 
at  the  price  of  the  day,  and  a 
])aynient  or  receipt  of  differ- 
ences according  to  the  price 
shown  on  the  tape  of  a  tele- 
graph machine  at  some  future 
time;  il.  has,  however,  been 
extended  to  any  office  kejit 
for  the  jiurpose  of  bettinu:  on 
tlie  price  of  securities. 


(s)  Universal  Stock  Ex- 
changp  v.  Stevens,  66  L.  '^1". 
612;  10  W.  R.  494;  and  the 
Scotch  casies,  Shaw  v.  Cale- 
donian Bail.  Co.,  Court  of 
Sessions  Cases  (4th  ser.),  xvii. 
466  ;  and  Loivenfeld  v.  Howat, 
Court  of  Sessions  Cases  (4th 
ser.),  xix.  128 ;  and  see  Shair 
V.  Baijleij,  "Tlie Times,"  Jan. 
24th,  1893  (where  the  jury 
found,  as  a  fact,  that  tlie 
transaction  was  not  gaming). 

(a)  [1896]  A.  C.  166;  sah 
nnm.  Strachan  v.  Universal 
Stork  Exchange  (No.l),  [1895] 
2  Q.  B.  329. 
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jury  answoriui;-  tlic  <iiU'S(ion  in  tlio  ulliniiative,  the 
learnoil  Jiid^o  hold  that  the  contracts  were  void  ; 
and  his  direction  w,i'^  a]i|iroved  hy  tlie  Conrt  of 
Appeal  ami  tin-  House  of  Lords,  The  (juestion, 
theret'ore,  as  framed  by  hini  n.ust  now  be  considered 
as  expressing  tlie  ti-ne  test  in  such  cases. 

This  test  has  been  :ippli('(l  in  several  later  cases,  in  Eviiloiico  of 

1-11  J.     1  1   re         1-1         -11  1  soiTfl,  iiiider- 

•.viiicli  the  ct»ntracts  iiave   (liilHred   ni  detail,    onr    li:i ve  j,(j,,,jj„., 

always  purported  to  represent  gQnnine  transactions  (//). 
Amongst  the  various  elonients  which  liave  been 
considered  to  afford  evidence  of  such  secret  under- 
standing are  ihe  following  : — the  finaiicial  position 
of  the  sp.'culator  in  r(!lation  to  the  mag-nitude  of 
the  dealings  (c)  ;  the  fa^t  that  no  securities  were  at 
any  lime  taken  nj)  ('/)  ;  the  fact  that  the  contract 
contains  a.  stipulation  re(|uiring  something  additional 
to  1)0  done  it"  delivery  is  to  be  made — a  slipulatioii, 
for  instance,  that  in  that  event  i  extra  sliall  be 
paid  on  purchases  or  deducted  from  sales  (c),  or 
lliat  a  gujiranfcee  shall  be  L(iven  for  the  jiayment 
of    puridiase-n)oney    (/);    the    fact    that    interest     is 

(I))  See  cases  infra.  coiiclusivo,  bat  Vaugliau  Wil- 

{(■■)  III  re  Gieve,  [ISOO]  1  Q.  liams.    L.   J.,   fchountit.   otticr- 

I'.    7"  I  ;   Miles  V.    Loi'-e.iifcld,  wisf^ ;  and  in  P//i7p  v.  Ilennell. 

'"riic'riinos"  Doc.  21st,  ir»00,  18  T.  L.  R.  1-28,    where    thcio 

and    May   8tli,     1901  ;   In    re  was  a  very    similar   eoiitrart 

y)/(Hrrt»,  "  The  Times."  ^farch  containing   the   clause   as  to 

17th,  19  >'.',.                                    .  the  ^,  Bigham,  J.,  helil.  on  the 

((/)  In  re  Duncan,  vhi  aitp.  facts  before  him,  that  the  cou- 

'I'he  fact  that  some  securities  tiact    was    not   void.     In   an 

were   taken    np   is    not    con-  earlier  ease,  Sliai'-  v.  I'aijh  i/, 

elusive  against   the  contract  " 'The  Times."  Jan.  2ltli.  ist))!. 

being  a  wager:  ilA7-s  v.  Loic-  the  Coart  of  Appeal  said  the 

enfeld,  nhi  sup.  "  !,  extra,  if  taken  up,"  was  no 

(e)  hi   re   Gieve,    i(bi    sup.,  evitlence  of  gaming, 

i.indl'-v,  L.  J.,  held  this  to  be  (/)  In  re  Ihineait.    nhi  .^itp. 
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charged  by  the  dealer  on  the  purchase  price  of 
securities  which,  in  fact,  he  never  purchases  {y) ;  and 
the  fact  that  orders  are  regulafly  given,  contempora- 
neously with  the  original  orders  for  ))urc]ia8e  or  sale, 
for  the  undoing  of  the  bargains  at  some  limit  of 
price  [h). 
Cover  depo-  Such  dealings  as  these  are  usually  conducted  on  the 
respect  of       cover  System,  which    involves   the    deposit    with    the 

gamino; trans- jgg^jgj,  ^^  mouev  or  securities  belonging  to  the  specu- 
aotions.  ^  _  .  . 

lator.     Where  such  dealings  are  void  as  being  by  way 

of  gaming  and   wagering,  questions  have  arisen   as  to 

the  rights  to  the  cover  deposited. 

Not,  clepoaited      By  sect.  18  of  the  Gaming  Act  oF  1845  (t),  no  action 
to  abide  the  ,  •    j_    •        t   ,  i      i  i 

event.  <^^"  "^^'^  maintained  to   recover  any   money  or  valunnle 

thing  deposited  to  ahule  thi'  event  of  a  wager.  It  lias 
been  argued,  and  once  at  least  laid  down,  though  it 
was  not  necessary  for  tlie  decision  of  the  case  (/.■),  tliat 
money  or  securities,  deposited  as  cover  in  such  trans- 
actions, are  deposited  to  abide  the  event  of  a  wager; 
but  this  is  not  correct.  Such  money  or  securities  are 
deposited  as  security  for  the  payment  of  a  debt,  which 
may  become  due  on  the  happening  of  an  uncertain 
(ivent,  but  which  will  not  be  recoverable  at  law  (I). 
This  section  of  the  Gaming  Act,  therefore,  has  no 
application,  and  the  question  is,  what  are  the  ('ommon 
Law  rights  of  a  person  who  has  deposited   money    in 

{(j)  Universal  Stoclc  Exchang'p  M.    R.,    and     Kay,     L.    J., 

V.  Stmehan,  [189G]  A.C.  160  ;  following  i\fannin(/  v.  Pureell, 

Jure  Duncan,  ifhi sup. ;  Mileiiv.  7  De  G.   M.   &   G.   b^>;    A.  L. 

Lowp.nfehl  'uhi  sup.  Smith,  L.J.  basing  lii.^  dei^i^^ion 

(//)  In  re  Dunran,  uhi  sup.  on     other     grounds,     tliough 

(i)  8  &  9  Vict.  c.   109.  apparently   considering    tiiat 

{k)  Strachan  v.    Unirerml  the  section  might  apply. 

Stock  Exchange  (No.  2),  [1895]  {/)  Univernal  Slock  Exchanrje 

2  Q.  B.  697,  per  Lord  Esher,  v.  Strachan,  [1896]  A.  C.  166 
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rospti't  of  a^iiiniiii,'  ti'fiiisiii-tion  '1  (in)    Any  oiio  eng;i,«re(l  l'>i">«'t 

/,    ,  .  rrroviTalilo 

III  ^aimnj,'  Ciin  witlnlriiw  :it  ;iiiy  tiiiio  by  j,nvni<^  notiuo  uhIosk  niiftro- 
<'t  lii.s  iiitL:itit»M  tu  do  so  ^ii)  ;  iiiid  comnieiiuiii'r  an  action  '"''■'''■''  '•" 
to  f^ct  back  ii  (luposit  is  a  sulliciont  noticu  ol'  with- 
drawal (o).  Upon  notice  of  withdraw:'.!  the  j^aiubler  is 
t'ntitlud  to  recovor  liis  deposit,  unless  it  has  boon  ac- 
tually iip|)ropriatO(l  to  meet  a  loss  that  has  already 
occurred  (p).  The  result  is  that  if  the  gambler  is  a 
winner  (q),  or  if  the  event  has  not  yet  happened  on 
which  the  wager  de])ends  (r),  h(!  can  always  recover 
a  deposit ;  if  he  is  a  loser,  Init  the  loss  is  less  than 
the  deposit,  he  can  always  recover  the  balance  (s) ; 
and  further,  if  he  is  a  loser,  he  can  recover 
such  part  of  the  deposit  as  has  not  been  actually 
appropriated  by  the  deah^r  to  meet  tiie  loss  (t). 
If  he  first  loses  and  then  wins,  his  right  to  recover 
the  deposit  de])ends  on  whether  it  was  actually 
appropriated  to  the  earlier  losses.  Where  money  is 
deposited  as  cover,  it  is  usual  lor  the  parties  to  agree 


{in)  In  re  Crnnmirv,  Ex  p. 
Waiul,  [Wm]  2  Q.  B.  :is3,  iit 
p.  3l>6,  per  Vaughau  VVilliiims, 
L.  J. 

(»/)  Straclian  \.  Unircmal 
Slock  Ejccliaufio  (No.  1),  [189-5] 
2.  Q.  B.  329;  and  (Xo.  2), 
[1896]  2  Q.  B.  697  ;  Varnry  v. 
Hickman,  5  C.  B.  271  ;  llamp- 
(hn  V.  Walsh,  1  Q.  B.  1).  189; 
Trimble  v.  Hill,  b   A.  C.  :{42. 

(o)  Strachan  v.  Unirersal 
Stock  Exchancje  (No.  1),  uhi 
sup.  at  p.  331,  per  A.  L.  Smith, 
L.  J. ;  R'^ggio  v.  Steven,  4  T. 
L.  R.  316;  In  re  Cronmire, 
Ex  p.   Wauil,  abi  au}). 


(p)  Strarhan  v.  Univertfal 
Slock  Ejcchajigc  (Xo.  1)  and 
(Nil.  2),  uhi  sup.  ;  in  re  Cron- 
mire, Ex  p.  Watod,  uhi  sup. 
(q)  Rcggio  v.  Steven,  uhi  sup.  ; 
In  re  Cronmire  E.>-  ;).  Wanil. 
ahi  sup.  ;  In  re  Duncan,  "  The 
'I'iincs."  M.-irch  l/ih  l!»o;!. 
(r)   H'impdrii   v.    ]Val.-<Ji,  uhi 

Sll]>. 

(s)  licggio  v.  Siercn,  uhi  «///».  ; 
aee  same  case,  .snh  num.  Reggio 
\ .  Foskit,  I  T.  L.  R.  240. 

(/)  Strachan  v.  Universal 
Stock  Exchange  (No.  1),  ul>i 
unp. ;  In  re  Cronmire,  Ex  p. 
Waud,  uhi  sup. 
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that  it  shall  be  automatically  appropi'iated  to  losses 
as  they  occur.  Where  securities  are  deposited,  apart 
from  special  agreement,  they  can  only  bo  appr(»priated 
by  a  genuine  authorised  sale  by  the  dealer. 


What 
amounts  to 


tioii 


The  appropriation,  to  be  eifective,  must  bo  a  real 
jipropiia-  appro|)riation  to  a  real  loss.  A  good  illustration,  both 
of  tho  application  of  this  principle,  and  of  the  means 
adopted  in  the  attempt  to  evade  the  effect  of  the 
Gaming  Acts,  is  to  be  found  in  the  case  of  In  re 
In  re  Duncan.  Duncan  (tt),  which  arose  out  of  transactions  which  were 
held  to  be  gaming. 

In  this  case  the  contracts  purported  to  represent 
genuine  transactions  of  purchase  and  sale  between  a 
gambler  and  a  dealer,  and  money  had  been  deposited 
by  the  gambler  to  meet  any  losses  which  might  result. 
At  the  end  of  one  account  the  gambler  desired  the 
dealer  to  carry  over  the  transactions  between  tliem  to 
the  next  account.  If  this  had  been  done  nt  the  then 
market  prices,  the  result  would  have  been  to  show  a 
profit  to  the  gambler.  The  dealer,  however,  rendered 
an  account,  by  which  he  purported  to  have  closed  the 
gambler's  purchiises  for  the  current  account  by  sales  at 
arbitrary  prices  sufficiently  below  the  market  prices  to 
show  a  loss  large  enough  to  absorb  both  the  profit  and 
the  cover,  and  to  have  re-opened  the  bargains  for  the 
next  account  by  fresh  purchases  at  the  arbitrary  prices 
adopted  for  the  closing.  The  object  of  the  dealer  in 
adopting  this  method  ot  procedure  was  twofold.  In 
the  first  place,  he  imagined  that,  though  a  subsequent 
closing  at  maiket  prices  would  show  a  profit  .to  the 
gambler  of  an   amount  equal  to  the  sum  of  his  cover 

\u)  In  re  Duncan,  "'The  Times,"  17th  March,  190^. 
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ami  of  JiViy  |»rolit  iiuulc,  yet  tlio  whole  aiiioiiiit  wmild 
.'ippoar  to  he  a  prolit  on  the  ^iiimii^  tr.iiisactioiis,  :iii(l 
so  \hi  irreCMverahlc  a(  hiw  ;  and,  in  the  sccoiul  |il;icc, 
t.h:it,  slicuhl  a  subsoiniunt  tall  in  pi-ico  turn  llio  proHI. 
into  a  loss,  the  cover  would  alreatly  have  been  aiito- 
niaticiilly  absorbed  m  such  a  way  that  no  f|Ue8tion 
could  arise  as  to  its  havin^^  been  an]tro[iriated  to  the 
loss.  The  Court  held  ihat,  as  this  carrying-over  was 
a  more  tiction,  designed  to  conceal  tho  true  nature  of 
tliG  transaction,  the  price  at  which  it  was  dono  was 
immaterial,  and  that,  as  the  gaming'  had  in  fact  re- 
sulted in  a  protit  to  the  gambler,  there  coukl  be  no 
appropriation  of  the  cover  to  losses.  Tho  gamblei-, 
therefore,  was  held  (>ntitlod  to  recover  his  deposit; 
but  ho  could  notj  of  course,  recover  the  profit  he  had 
made  by  the  gaming. 

A  contract  for  the  purchase  of  securities  nnide  u])(in  I'mrlinsic  nf 
tho  terms  that  they  are  to  be  paid  for  by  the  buyer  of  winuiugs 
out  of  winnings  on  gamin<jr  transactions,  which   have  ""  K'"»"iS 

.  h-iUifartioiiti. 

taken  place  between  him  and  the  seller,  cannot  bo 
enforced  ;  and  no  action  will  lie  for  damages  for  non- 
tlelivery,  for  the  seller  is  not  bound  to  pay  the  win- 
ni?igs,  and,  therefore,  thei'e  is  no  consideration  foi-  tho 
agreement  to  purchase  {iv). 

If  hnwovor  winnings  on  gaming  t  ransactions,  instead 
of  being  paid  over,  are  by  agreement  loft  in  the  hands 
of  the  dealer  and  treated  as  deposited  as  cover  for 
further  gaming  transactions,  and  those  transactions 
are  terminated  before  the  cover  has  l)eeii  a]ipr«ipriated 
to  losses,  the  money  originally  won  and  then  treated 
as  deposited  can  be  recovered,  as  what  takes  place  is 


(xv)  In   re    Crnnmire,  Ex  p.  Waiid,  [1898]  2  Q.  B.  38'.S. 
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ill  law  o(iuivaloiit  to  a  paymont  of  the  winuiugs  aud  a 
retleposit  (<t;). 
Payment  of  Formerly,  it'  oiiu  paid  tliu  gaming  losses  of  another 

uDotheis        _^^  j^-^  request,  the  money  so  paid  conld  be  recovered  ; 
debts.  jind  it  was  no  defence  to  an  action  for  commissiouand 

indomiiitv  by  a  broker  that  he  was  employed  to  make, 
and  did  make,  gaming  contracts  [y).  Since  the  Gam- 
ing Act  of  1892  no  such  action  would  be  maintain- 
able (z).  It  has  even  been  laid  down  that  the  fact 
that  the  person  paying  at  the  request  of  the  other  did 
not  know  he  was  paying  bets  makes  no  difference,  and 
that  he  could  not  recover  Avhat  he  paid  (z),  but  this 
dictum  was  not  necessary  for  the  decision  of  the  case, 
and  would  seem  to  require  further  consideration. 

Agent  receiv-  Where  an  a<Tent  employed  to  make  bets  has  acfcual- 
pal's  win-  ly  received  the  winnings,  ho  must  hand  them  over  to 
his  principal;  and  the  Gaming  Acts  are  no  defence  to 
an  action  by  the  principal  [a).  It  would  seem  to  follow 
that,  if  two  persons  jointly  enter  into  gaming  trans- 
actions, and  Avinnings  are  paid  to  one,  the  other  can 
recover  his  share.  Where,  however,  one  provides 
money  to  bo  used  by  another  in  gaming  for  the  joint 
account  of  the  two,  and  a  loss  occurs,  he  cannot  main- 
tain an  action  against  the  other,  to  recover  from  him 
his  share  of  the  loss  {h). 

(.'•)  Speakman  v.   Franklyu,  (c;)  Tatam    v.    Reeve,  [1893] 

unreported,  C.A.  (Cozens  Har-  1  Q.  B.  11. 

dy,M.  R.,  Moultou&  Far  well,  {a)  Dc  Matius   v.    Benjamin 

L.J.J )  affirmiug  Pickford,  J. ;  ti:3  L.  J.  Q.  E.  248. 

12th  Dec.  1910.  (&)    Saffery  v.  Mojjer,  [lOOlj 

[y]    Knight     v.     Cambers  1  K.  B,  11. 
Knight  v.   Fitch,  24    L.  J.  C. 
P.  14,  124  ;  and  see    Read   v. 
Anderson,  13  Q.  B.  D.  779. 


mntrs. 
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Negotiable  instruments  ^iven   in   payment  oF   bets  ^'^go'^'^ble 

.  instrumontB, 

are  given  for  no  consideration,  autl  as  between  imme-  f^iven  in  pay- 
diate  parties  are  void.  If  tliey  are  in  tlie  hands  of  ""^'^  °  ^®^''* 
subsequent  holders,  their  validity  depends  on  the 
nature  of  the  bet  in  i-espect  of  which  they  were  given. 
If  the  bet  is  one  of  those  dealt  with  by  the  statutes  of 
Charles  II.  and  Anne  (d),  the  negotiable  instruments 
given  in  payment  of  it  are,  by  a  statute  of  William 
IV.  (e),  to  be  deemed  to  have  been  given  on  an  illegal 
consideration,  with  the  result  that  a  holder  for  value 
cannot  recover  unless  lie  took  without  notice  of  the 
illegality  (/):  Where,  however,  value  has  once  been 
given  by  a  holder  who  had  no  notice,  a  subsequent 
holder  can  recover  whether  he  gave  value  or  not,  or 
whether  he  had  notice  or  not,  provided  he  Avas  not  a 
party  to  the  illegality  [y).  If  the  illegal  consideration 
is  proved,  the  burden  of  proof  that  he,  or  some  pre- 
vious holder,  gave  value  in  good  faith  is  ou  the 
holder  {h). 

Wagering  contracts   on   the    price  of    stocks   and  ^'"^  *^'^®j  ^'^' 
°  °  '  no  considera- 

shares  do  not  fall  within  the  statutes   of  Charles  II.  tion. 
and  Anne,  and   negotiable  instruments  given  in   res- 
pect  thereof  are   simply   given  for    no   consideration. 
Consequently  a  holder  for  value,  and,  provided  value 
has  once  been  given  by   some  one,  also  a  holder  who 
gave  no    value   (g),    can   recover,     although    he   had 
notice  of  the  gaming  {i).     Value  being  presumed  as  Onua  of 
a   matter  of  law   {k),   the  onus   of  proving  that   the  proof, 
holder  gave  no  value  is  on  the  person  resisting  pay- 

{(l)  16  Charles    II.  c.    7;  9  1882,  (45  &  46    Vict.    e.   61), 

Anne,  c.  14.  s.  29  (3). 

(e)  5  &  tj  Will.  IV.  c.  41.  8.  {h)  lb.  s.  30  (2). 

1.  (i)  Lilley  v.  Rankin,  56  L. 

(/)    ^Voolf      V.     Hamilton,  J.  Q.  B.  24S. 

[1898]  2  Q.  B.  337.  (A:)  Bills  of    Exchange  Act, 

(g)  Bills  of  Exchange  Act,  1882,  iibi  eup.,  s.  30  (1). 

S.E.  17 
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ment  (Z).  If  it  is  proved  that  the  holder  gave  no 
value,  and  it  is  not  proved  that  any  intermediate 
holder  gave  value,  the  person  resisting  payment  has 
then  only  to  prove  the  gaming  and  wagering,  and  it 
is  immaterial  whether  the  holder  had  notice  of  it  or 
not. 

Sect.  II. -LEEMAN'S  ACT. 

30  &  31  Vict.      By  30  &  31  Vict.  c.  29  (Leeman's  Act),  all  contracts 

c.  29 

for  sale  or  transfer  of  any  shares  or  stock,  or  other  in- 
terest in  any  joint  stock  banking  company  in  theUnited 
Kingdom,  other  than  the  Banks  of  England  and  Ire- 
land, are  rendered  null  and  void,  unless  the  contract  seta 
forth  in  writing  the  numbers  of  the  shares  or  stock 
on  the  register  of  the  company,  or  if  there  is  no  such 
register  by  distmguishing  numbers,  then  unless  it  sets 
forth  the  names  of  the  persons  in  whose  names  the 
shares  or  stock  then  stand  in  the  books  of  the 
company.  To  insert  on  such  a  contract  a  false  entry 
of  such  numbers  or  names  is  by  the  same  statute 
made  a  misdemeanour.  It  has  been  decided  by  the 
Scotch  Courts  that,  where  the  company  does  not 
register  by  numbers,  it  is  not  suflficient  for  the  sellers' 
broker  to  send  to  his  own  client  a  contract  note 
containing  the  client's  own  name  as  seller,  but  that 
the  contract  between  buyer  and  seller,  or  their  agents, 
must  be  in  writing  and  contain  the  name  [m). 

(l)  Fitch    V.  Jones,  5  E.  &  420;  Scot.  L.R.  xvi.  loo.  Thia 

B.  238 ;  Belfast  Banking  Go.  decision  was  affirmed  by  the 

V.  Doherty,    t  L.  R.  Ir.  Q.  B.  House  of  Lords  (4  A.  C.  624) 

D.  124.  on  other  grounds,  but  Cairns, 

{m)  Nelson  Mitchell  v.  City  L.  C,  expressly  stated  that  he 
of  Glasgoio  Bank,  Court  of  was  not  satisfied  that  the  de- 
Sessions  Cases   (4th  ser.)  vi.  cisionof  the  Scotch  Courts  on 

this  point  was  errotieons. 
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This  enactment  luidoubtodly  hampers  free  dealings  Custom    to 
in   bank  shares,    and  it  has  become  the    practice    or  Uie'^*Act 
custom    on  tlie  Stock  Exchange  to  disregard  it,  and 
bai-gains  which  for  n<jn-compliance  therewith  are  void 
are  nevertheless  enfoiced  by  the  Committee. 

This  custom  has  on  several  occasions  come  before  An  nnrewon- 
the  Courts,  and  has  been  held  to  be  unreasonable,  and  *^''®  c"»tom. 
therefore  not  binding  on  non-members  who  had  no 
knowledge  of  it  [^ii).  It  has  even  been  said  to  be 
illegal,  in  the  sense  of  being  a  violation  of  the  law 
{o),  so  that  no  bargain  made  with  reference  to  it  could 
be  enforceable  (p). 

Assuming  the  custom  to  be  unreasonable  only,  ques- 
ti  ns  liave  arisen  as  to  what  amounts  to  notice,  which 
have  been  dealt  with  elsewhere  (q) . 

If  a  broker,  instructed  to  sell  or  buy  shares  in  a 
banking  company,  makes  a  contract  which,  by  reason 
of  this  statute,  is  unenforceable,  he  is  guilty  of  negli- 
gence, and  his  client  can  maintain  an  action  against 
him  for  any  loss  sustained  (?•). 

If,  after  discovering  the  fact  that  the  statute  has  Waiver. 
not  been  complied  with,  the  client  completes,  or  author 
ises  his  broker  to  complete,  the  bargain,  he  can  no 
longer  rely  on  the  statute  as  a  defence  to  any  action 
brought  against  him  in  respect  of  the  bargain  (s). 

(n)  Perry  v.  Barnett,  lo  Q.  nett,   ubi  sup.,  per  Baggallay 

B.  D,  388  (but  not  illegal,  per  L.  J.,  at  p.  396. 

Bowen,    L.     J.,  at    p.    31^7) ;  (p)    As    to   this,    see   ante 

Coates  V.  Pacey,  8  T.  L.  R.  351,  p.  124. 

474  (no  opinion  expressed  as  (q)  Ante,  p.  126. 

to  its  illegality).  (r)  Neilson  v.  James,    9    Q. 

(o)  Xeihon  v.  James,  8  Q,  B.  D.  546. 

B.   D.  546,  per   Lord  Esher,  (s)  Loving  v.  Davis,  32   Ch. 

M.  R.,  at  p.  55<3,  and  Cotton.,  D.  625. 
L.  J.,  at  p.  554 ;  Perry  v.  Bar- 
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CHAPTER  YI. 

MARKET-MAKING — RIGGING  — CORNERS — FEAUD. 

RiggiD''  the     '^^^  inflation  of  the  price  of  securities  on  the  market 
market.  by  fraudulent  means  is  known  as  "  rigging  the  market/' 

This  has  been  done  in  various  ways  b}^  persons  wish- 
ing to  induce  others  to  buy  in  the  belief  that  there  is  a. 
demand  for  the  securities.  One  method  of  carrying 
out  such  a  '*  rig  "  is  to  instruct  one  broker  to  sell  at 
any  particular  price,  and  another  to  buy  at  about  the 
same  price  ;  with  the  result  that  the  first  broker  offers 
the  shares  in  the  market,  and  they  are  sold  to  jobbers^ 
who  resell  to  the  other  broker  either  direct  or  through 
other  jobbers,  and  there  thus  appear  to  be  genuine 
dealings  in  the  shares,  while,  in  truth,  there  is  only  a 
sale  by  one  person  to  himself  or  to  a  confederate. 
There  may  be  many  varieties  of  this  scheme,  as,  for 
instance,  setting  about  false  rumours  or  issuing  false 
reports ;  but,  whatever  form  it  takes,  if  persons  are 
thereby  induced  to  enter  into  contracts  of  purchase 
from  the  person  rigging  the  market,  the  contracts  are 
unenforceable,  or,  if  completed,  an  action  will  lie  for 
deceit.  If  it  could  be  shown  that  a  person  obtained 
money  by  such  operations,  he  could,  it  is  conceived, 
be  indicted  for  obtaining  money  by  false  pretences. 
Where  more  than  one  person  is  engaged,  and  the  ob- 
ject is  to  defraud  the  public,  they  can  all  be  convicted 
R  ^  De  of  a  criminal  conspiracy.     "To  strike  at  the  price    of 

Berenger.  q^  vendible  commodity  in  the  market,  to  give  it  a  ficti- 
tious price  by  means  of  false  rumours,  is  a  fraud  level- 
led against  all  the  public,  for  it  is  against  all  who  may 
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possibly  liavt!  anything  to  ilo  with  the  funds  on  a 
particiihir  day"  (a).  So,  for  several  persons  to  obtain^-  y.Agi-innU 
a  quotation  in  the  official  List  from  the  Committee  of 
the  Stock  p].\c'hange  by  false  statements,  with  tlio 
result  that  persons  dealing  in  the  securities  believe 
that  the  requirements  of  the  Committee  have  been 
properly  complied  with,  and  that  thus  a  fictitious 
value  is  given  to  the  securities,  has  been  hehl  to  be  a 
criminal  conspiracy,  although  no  proof  was  given  that 
any  one  did  in  fact  act  on  this  belief  {h).  Strong  Scott  v. 
opinions  were  also  expressed  in  a  case  (c)  in  which  '■''"^'"^■ 
there  was  a  scheme  to  induce  the  public  to  apply  for 
shares,  and  to  believe  there  was  a  market,  by  making 
sham  purchases  of  shares  at  a  premium  in  the  market 
and  getting  the  transactions  quoted  in  tlie  newspapers. 
The  object,  it  was  said,  was  "  to  impose  upon  and  to 
deceive  the  public,  by  leading  the  public  to  suppose 
that  there  were  buyers  of  such  shares  at  a  premium 
on  the  Stock  Exchange,  when  in  fact  there  was  none 
but  himself  "  ((i).  It  w^as  described  as  "an  agree- 
ment to  induce  would-be  buyers  (contrary  to  the  fact) 
to  believe  that  there  was  a  market  for  these  shares, 
-and  that  the  shares  were  of  greater  value  than  they 
really  were.  Putting  it  shortly,  an  agreement  to 
cheat  the  public  by  leading  them  to  believe  that  the 
shares  had  a  value,  which  the  plaintiffs  and  defendants 
knew  they  had  not,  and  thus  inducing  them  to  become 
purchasers.  Is  such  a  transaction  illegal  ?  I  am  of 
opinion  that  it  is,  and  might  be  made  the  subject  of 


(a)  R.  V.  De  Berenger,  '.i  M.  (c)  Scoft  v.  Brown,  [l«y2]   i 

■■&  S.  67.  ^^er  LorclEUenborougli.  Q.  B.  724. 

(6)  R.  V.  Aspinall,  2   Q.    B.  (rf)  lb.  per  Lindley,  L.   J., 

D.  4-8.  at  p.  728. 
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deceit. 


Peel-  V. 
Gufney. 


an  indictment  f  01- couspiracy  "  (e).  "if  persons/'  it 
was  said,  "for  their  own  pui'poses  of  speculation 
create  an  artificial  price  in  the  market  by  transactions, 
which  are  not  real,  but  are  made  at  a  nominal  pre- 
mium, merely  for  the  purpose  of  inducing  the  public 
to  take  shares,  they  are  gailfcy  of  as  gross  a  fraud  as 
has  ever  been  committed,  and  of  a  fraud  which  can 
be  brought  home  to  them  iu  a  criminal  court  "  (/'. 

Where  the  market  has  been  rigged  by  means  of 
such  false  representations,  all  the  persons  engaged 
can  be  made  liable  to  a  purchaser  from  them  for 
damages  in  an  action  of  deceit,  provided  it  can  be 
shown  that  the  representations  wore  made  for  the 
purpose  of  inducing  him  to  buy  [g).  It  has  been  held 
that  where  a  quotation  in  the  Official  List  has  been 
obtained  by  false  representations  to  the  Committee^ 
all  persons  purchasing  in  the  market  can  recover  any 
damage  they  may  sustain  from  those  who  made  the 
representations  to  the  Committee  {h)  ;  but  this  is  going 
too  far  (i).  It  has  since  been  laid  down  that  the  law- 
is  that  every  man  must  be  held  responsible  for  the 
consequences  of  a  false  representation  made  by  him  to< 
another  upon  which  a  third  person  acts,  and  so  acting  is 
damnified,  provided  it  appears  that  such  false  repre- 
sentation was  made  with  the  intent  that  it  should  be 
acted  upon  by  such  third  person  in  the  manner  that 
occasions  the  loss  or  injury  {Tx).     Whether   any   par- 


(e)  Ih.  per  Lopes,  L.  J.,  at 
p.  730. 

(f)  Ih.  per  Wright,  J.,  at 
p.  727. 

(gr)  lb.  per  A.  L.  Smith,  L. 
J.,  at  p.  734. 

(h)  Bedford  v.  Bagshaiv,  29 
L  J.  Ex.  59  ;  4  H.  &  N.  538. 


(i)  Overruled  in  Peek  v. 
Ourney,  L.  R.  6  H.  L.  377,  at 
p.  397,  per  Lord  Chelmsford. 

(fc)  Peek  V.  Guriiey,  ubi  sup' 
at  p.  412,  per  Lord  Cairns  ; 
approving  Barry  v.  Groskey^ 
2  J.  &  H.  1. 
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ticular  case  can  ho  brouji^lit  within  this  definition 
must  depend  on  tlio  facts,  but  if  it  could  be  proved 
tliat  faUe  representations  were  made  to  the  puljlic  witli 
the  intention  of  inducing  persons  to  purchase  in  tlie 
market,  tlie  persons  making  the  representations  would 
be  liable  to  those  who  acted  upon  them  in  tliis  man- 
ner {I).  On  the  other  hand,  the  fact  of  such  repre- 
sentations having  been  made  affords  no  cause  of  action 
if  the  jda^ntiff  was  not  thereby  induced,  bnt  acted 
on  his  ov.n  judgment  (m). 

If  persons  engage  in  such  a  conspiracy,  the  Courts  Suits  between 
^  •  r  1      conspirators 

will  not  allow  one  of  the  conspirators  to  enforce  by  „ot  enter- 

acti<)».any  right,  arising  out  of  the  transaction,  that  *"""^  " 
he  might  otherwise  have  against  any  other  conspirator, 
because,  if  a  plaintiiY  cannot  maintain  his  action  with- 
out showing,  as  a  part  of  the  cause  of  action,  that  he 
has  been  guilty  of  illegality,  the  Courts  will  not  assist 
him  ;  and  it  is  immaterial  whether  the  defendant 
raises  the  defence  of  illegality  or  not,  as  the  Court 
will  propria  inotu  refuse  to  try  such  a  case  (n).  The 
conspirators  are  in  pari  delicto,  and  the  maxim 
applies  :  "potior  est  conditio  possidentis"  (w). 

From  such  rigging  must  be  distinguished  the  legiti-  Legitimate 
mate  making  of  a  market,    that    is,    the    intentional  ,|^akinK. 
enhancement   of  the  price  of  some    security,    or   the 
causing  of  a  demand  for  it,  without  any  fraud  or  false  | 

representations.     'Inhere  is  notliing  illegal,  for  instance, 
in    pooling    shares,    and  then  instructing  a  member,  ^'J.^^'J/^^^J; 
whether  broker  or  jobber,  to  otter  them  at  not  less  cantHe  Co 

(1)  Stetoart    v.    IFefcer,  The  (n)  Scoit  v.  Brown,  [IS92']  2 

Times,    Pec.  8th,   1903,   per  Q.  B.  724,  following  jTayZor  v, 

Cozeus-Hardy,  L.  J.  Chester,  L.  R.  4  Q.  B.  oU9 ;  and 

(r»)  Salaman    v.     Warner,  Begbie   v.   Phosphate   Setvage 

65  L.  T.  i:j2.  Co.,  L.  R.  10  Q.  B.  491. 
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than  a  certain  price,  and  to  buy  all  that,  are  offered  at 
that  price.  Nor  is  there  anything  wrong  in  such 
member  having  the  shares  quoted  on  the  tape  at  the 
price  at  which  he  is  willing  to  deal  {o),  nor  in  agreeing 
with  such  member  to  take  off  his  hands  all  or  any 
part  of  such  shares  as  may  be  bought  by  him  in  order 
:o  support  the  market  {pj.  A  person  may  sell  his 
property  in  a  market  at  any  price  he  likes^  provided 
he  does  not  use  fraudulent  means  to  dispose  of  it. 
Dealings  When  there  is  to  be  a  new  issue  of  a  company's  secu- 

before  allot-        .   .  •  p  ,    . 

ment.  rities,  a  practice  often  adopted,  to  induce  the  public  to 

apply  for  shares,  is  to  deal  in  them  at  a  premium 
before  allotment.  A  member  is  instructed  by  the 
promoters  to  bid  at  a  premium  for  the  new  shares,  and 
jobbers,  relying  on  getting  them  at  par  by  application 
— either  because  they  have  previously  been  informed 
that  they  can  have  them,  or  because  they  hope  to 
prevail  upon  the  Committee  to  refuse  a  special  settle- 
ment if  they  do  not  get  them — are  naturally  ready  to 
sell  at  the  premium.  The  public,  seeing  the  shares 
dealt  in  at  a  preminm,  send  in  applications  to  the 
company  asking  for  allotments  of  the  shares  {q).  The 
company  then  proceeds  to  allotment :  the  promoters, 
who  hare  bought  shares  at  a  premiuni  merely  to  start 
the    dealings,  proceed  to  get  rid  of  them  as  fast  as 

(o)  If  the  quotation  on  the  Share    Co.,  Ltd.,  The   Times, 

tape  was  obtained  with  the  July  19th,  1899. 
object  of  inducing  persons  to  (q)  Persons  who  apply  for 

believe  there  had  been  deal-  securities  in  a  new  issue,  not 

ings,  when  in  fact  there  had  meaning  to  hold  what  may  be 

not,  the  case  m  onld  seem  to  alloited,  but  to  sell  as  soon  as 

be  otherwise.  possible   at   a   premium,   are 

(p)  Sanderson  and  Levi   v.  called  "  stags." 
British  Mercantile  Marine  and 
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they  can.  If  in  so  doing  they  suffer  any  loss,  it  is 
considered  as  part  of  the  promotion  ex{)cn8C8.  The 
effect  of  these  sales  is  iu  a  very  short  time  to  cause 
the  premium  to  disappear,  and  the  public,  who  have 
applied  U])on  the  faith  of  it,  are  left  with  depreciated 
shares  upon  their  hands.  The  success  of  an  issue 
has  sometimes  been  prevented  by  opponents  iu  the 
following  manner.  Before  allotment,  they  sell  for 
special  settlement  "  bears"  of  the  securities,  in  order 
to  send  the  price  below  pai-,  and  so  prevent  the  pub- 
lic from  applying  for  shares.  If  this  move  is  success- 
ful, there  will  be  no  allotment,  and  therefore  no 
special  settlement,  and  the  "  bears,"  being  in  conse- 
quence released  from  their  contracts  of  sale,  will  nut 
have  to  obtain  securities  to  deliver.  These  practices 
seem,  certainly  from  the  point  of  view  of  the  public, 
objectionable  ;  but  so  far,  at  any  rate,  they  have  not 
been  successfully  attacked  in  a  Court  of  law. 

"  Cornering   the    market "  consists    of   purchasing  Corners, 
securities  from  persons  who,  when  the  time  comes  for 
delivery,  will  be    unable  to  obtain  them.     Generally, 
in  a  successful  corner  the  persons  purchasing  have  all 
the  securities  under  their  control.     The  result  of  such 
operation  is  that  the  sellers,  or  "  bears,"  are  ''caught," 
and,  in  order  ty  deliver,  have  to  buy  from  the  very 
persons  to  whom  they  have  to  deliver,  at  a  price  dic- 
tated by  them,  and  only  limited  by  the  means  of  the 
persons   so  caught.     In    the    absence   of   fraudulent  Maj  be 
representations,  made  with  the  object  of  inducing,  and  ^■,^i,„„an  v. 
in  fact  inducing,  persons  to  sell,  neither  tiie  Courts  (r)  I'amer. 
nor  the  Stock  Exchange  Committee  will  assist  persons 
to  escape  the  results  of    their  having    made   unwise 

(r)  Salainan  v.  Warner,  ti.",  L.  T.  132. 
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Where 
fraudulent 
methods  are 
adopted. 


bargains.  But  where  fraudulent  devices  are  i-esorted 
to^  not  only  will  an  action  lie  for  deceit,  and  the 
persons  engaged  be  indictable  for  conspiracy,  but  the 
Committee  will  interfere  by  refusing  a  special  settle- 
ment and  quotation,  by  suspending  the  buying-in 
rule,  or  possibly  by  cancelling  all  bargains  in  the 
securities  as  between  members. 

A  fraudulent  method,  that  has  in  several  cases  been 
adopted,  is  for  the  directors  or  promoters  of  a  com- 
pany to  allot  all  the  shares  to  persons  who  are  merely 
their  nominees,  and  unable  or  unwilling  to  pay  the 
subscription  money.  In  order  that  the  shares  may 
appear  to  be  properly  subscribed,  some  such  device  is 
resorted  to  as  the  following.  Money  is  borrowed  for 
the  company  from  a  bank,  and  then  lent  to  the  subs- 
cribers, who  in  turn  repay  it  to  the  company  as  the 
subscription  money ;  and  the  company  then,  with  the 
subscription  money,  repays  its  loan  to  the  bank. 
Thus,  in  fact,  no  money  permanently  changes  hands, 
but  the  shares  appear  to  be  bond  fide  allotted  to,  and 
paid  for  by,  the  public ;  a  special  settlement  is  obtained, 
and  any  one  who  has  sold  a  share  in  the  market  is 
unable  to  deliver  (s) . 

Another  scheme  which  has  been  adopted  is  first  ta 
get  control  of  all  the  securities,  and  then  for  one  party 
to  the  conspiracy  to  instruct  a  broker  to  sell,  while 
another  instructs  a  broker  to  buy;  then,  when  the  time 
for  delivery  comes,  the  person  instructing  the  broker 
to  sell  either  disappears,  or  is  found  to  be  insolvent, 
and  his  broker,  being,  under  the  rules  of  the  Stock 


(s)  Barry  v  Croshey,  2  J.  & 
B.  1  ;  Gray  v.  Leiois,  8  Ch. 
1035;   British  and  American 


Telegraph  Go.  v.  Albion  Bank^ 
L.E.  7  Ex.  119. 
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Exchange,  personally  responsible  on  the  bargains, 
finds  himself  a  "bear  "  with  no  securities  to  deliver  (/). 
To  assist  in  canyijig  out  such  schemes,  fictitious  bar- 
gains have  been  made,  false  paragraphs  have  been 
inserted  in  the  newspapers,  and  false  quotations  got 
on  the  tape.  As  in  the  case  of  rigging,  where  such 
false  representations  are  made,  or  frauds  committed, 
the  guilty  parties  are  liable  to  indictment,  and  one 
and  all  are  liable  in  an  action  for  the  damages  suffered 
by  such  persons  as  were  intended  to  be^  and  have 
been,  induced  to  act  thereby. 

So.  in  a  recent  case  (u),  certain  persons  concerned  S*^'^'**'*  ^- 
-  .  Weher. 

in  promoting    and  managing  a  company,  called  The 

Anglo-Dutch    Exploration    Company,    issued,    in    the 

first  place,  certain  shares,  which  were   subsequently 

pooled.     These    shares    were    registered    shares,  and 

deliveral)le  by  deed  of  transfer  in  the  ordinary  way. 

An  attempt  was  then  made  to  make  a  market,  very 

questionable  means  being  employed  to  induce  persons 

to  buy  the  shares;  but  this  attempt  proved  abortive. 

A  large  amount  of  warrants  to  bearer  for  ordinary 

shares   were    then  issued   and  deposited   in  a   bank, 

with  instructions   to  the  bank  to  deliver  them  against 

the  receipt  of  their  face  value.     These  bearer  shares 

were  not  good  delivery  on  the  Stock  Exchange,  as  a 

special  settlement  had  only  been  granted  in  registered 

shares ;    they    could,     however,    be    exchanged     for 

registered  shares,  which  would  be  good  delivery  ;  but, 

by  a  clause  indorsed  in  French  on  the  back  of  the 

warrants,  the  company  were  not  bound  to  effect  the 

exchange  until  three  months  after  application.     An 

(t)  R.   V.   Aspinall,  2  Q.  B.       Dec.  8t.h,  1903. 
D.  48  ;  Stewart  v.  Weher,  '  The      (ii)  Stev^art  v.  Weber,  ithi  sup. 
Times,'  May    27th,  June  19th, 
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option  over  these  bearer  shares  was  then  given  to  an 
insolvent  person,  and  he  and  other  persons  prompted 
by  him,  most  of  whom  were  equally  insolvent,  gave 
instructions  to  brokers  to  sell.  Meanwhile  a  jobber, 
acting  for  the  conspirators,  was  offering  to  buy  at 
large  premiums.  The  brokers,  being  satisfied  that 
the  warrants  were  at  the  bauk,  and  obtainable  on 
payment  of  the  face  value,  and  knowing  nothing  of 
the  clause  as  to  the  three  months'  delay  in  exchanging 
for  registered  shares,  sold  large  numbers  to  various 
jobbers,  of  whom  the  plaintiff  was  one,  who  in  turn 
sold  to  the  conspirators'  jobber.  When  the  time  came 
for  delivery,  the  company  refused  to  exchange  the 
bearer  shares  for  registered,  and  the  brokers  and  the 
jobbers  who  had  sold  found  themselves  cornered.  The 
Committee,  on  learning  the  facts,  suspended  the  buy- 
ing-in  rule  ;  and  this  effectually  stopped  the  success  of 
the  conspiracy,  and  saved  the  selling  brokers  and 
jobbers  from  being  at  the  conspirators'  mercy.  Later 
on,  a  rather  cnri<>us  position  arose.  At  the  end  of 
three  months  the  brokers  got  deliverable  shares,  and, 
the  conspirators'  jobber  having  in  the  meanwhile 
become  a  defaulter,  tendered  them  to  the  jobbers 
to  whom  they  had  sold  at  the  high  barg'ain  prices. 
The  shares  were  valueless,  and  the  jobbers  refused 
to  take  delivery  on  the  ground  that,  as  time  was 
of  the  essence  of  the  contract,  and  the  suspension 
of  the  buying-in  rule  did  not  extend  the  time  for 
delivery,  or  prevent  the  release  of  intermediaries, 
the  tender  was  too  late ;  and  this  contention  was 
upheld  in    the  Courts   (ir).     The  Committee  had  not 

{iv)    Union   Corporation  v.       poiat,  see  Rule  135,  and  aw<e, 
Gharrington,  8  Com.  Cas.  99,       pp.  90,  and  221. 
per    Bigham,     J.      On  this 
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taken  this  view,  hikI  the  phiiiititY  had  been  liaramered 
for  not  payint^  one  of  the  brokers  for  tlie  shares  when 
tendered.  He  brought  an  action  against  the  company 
and  all  the  persons  concerned.  The  jury  found  there 
had  been  a  conspiracy  to  defraud,  and  all  the  bargains 
to  which  he  was  a  party  were  set  aside,  and  he  was 
given  damages  for  wliat  lie  had  lost,  including  a 
substantial  amount  for  the  loss  sustained  through  his 
being  hammered  {ic). 

As  all  dealings  in  the  securities  of  new  issues  are  Obtaining 
subject   to  a  special  settlement    being  granted,    it  is  tJ^^j^^^nt  by" 
essential  for   the  success   of  such    schemes,  as   those  fraud. 
above  described,  that  such  settlement  should  be  grant- 
ed promptly  ;  for  naturally  the  public  are  disinclined 
to  deal  in  securities  without  knowing  whether  their 
bargains  are  enforceable  or  not. 

It  would  seem  that  to  obtain,  or  conspire  to  obtain, 
a  special  settlement  by  fraud  is  not  in  itself  indictable  ; 
but  if  it  could  be  proved  that  it  was  done  to  defraud 
the  public,  that  is,  intended  purchasers  or  sellers,  or 
that  the  natural  result  of  deceiviuLr  the  Committee 
would  be  to  defraud  such  persons,  an  indictment  would 
probably  lie  [y). 

(z)  Steirart  v.  Weher,  'I'he  (y)  R.  v.  Aspinall,  1  Q.  B.  D. 

Times,  May  •27th    and  June       730 ;  and  2  Q.  B.  D.  48. 
19th,  1903. 
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No  Member  of  The  Stock  Exchange  is  allowed  to  advertise 
for  business  purposes  or  to  issue  circulars  to  persons  other  than 
his  own  principals. 

Persons  who  advertise  as  Brokers  or  Share  Dealers  are  not 
Members  of  The  Stock  Excliange,  or  under  the  control  of  the 
Committee. 

A  List  of  Members  of  The  Stock  Exchange  who  are  Stock 
and  Share  Brokers  may  be  seen  at  the  Bartholomew  Lane 
entrance  to  the  Bank  of  England,  or  obtained  on  application  to 

Edward  Satterthwaite, 
Secretary  to  the  Committee  of  The  Stock  Excliange^ 

Committee  Room,  "^ 

The  Stock  Exchange,  E.C.     J 


RULES. 

co:mmi'I'tee. 


On   the  20th  day   of  March  in  evoi  y    voar,  or  if  Klsenon  of 

•'  _  Comiiiitlec 

tliat   day  should   be  a   Sunday  or   Bank   Hohda}',  for  (Jouoriil 

Purposes, 
then    on  the  following    business    day,   a  ballot    by 

the  Members  shall  be  held  for  the  ajipointment  of 
a  ComTnittee  of  'i'hirty  Members  who  sliail  bo 
called  the  "  Committee  for  General  Purposes,"  and 
shall  hold  office  for  Twelve  monlliK  from  the  "Joth 
of  March  next  following  the  date  of  their  election, 
but  shall  be  re-eligible.  Notice  of  such  ballot 
shall  be  publicly  exhibited  in  The  Stock  Exchange 
duiing  Fourteen  days  previous  to  the  same  being 
held,  and  a  further  notice  containing  the  names  of 
the  ])ersons  on  the  existing  Committee  willing  to 
serve  again  and  of  all  new  candidates,  their 
pro|)osers  and  seconders,  shall  be  publicly  exhil)it- 
ed  in  like  manner  during  Three  business  days 
previously  to  such  ballot  being  held.  The 
Members  on  the  said  Committee  retiring  shall 
remain  in  office  until  the  25Lh  of  the  same  month 
of  March  in  which  their  successors  shall  have  been 
elected,  and  in  case  no  election  shall  be  made  at 
any  such  ballot  as  aforesaid,  the  Members  retiring 
shall  remain  in  office  until  the  2oth  day  of  March 
in  the  following  year,  or  until  a  valid  election 
shall  have  taken  place  under  Clause  92  {Deed  of 
Settlement).  Four  bubiness  days'  notice  previous 
to  any  ballot  of  intention  to  propose  any  person 
not  already  on  the  Committee  and  eligible  for  re- 
election must  be  given  to  the  Secretary  of  the 
Committee  in  writing  signed  b}-  two  Members, 
and  the  ballot  shall  be  by  printed  lists  containing 
the  names  of  the  persons  willing  to  serve  again 
and  of  all  persons  so  proposp<l,  distinguishing    the 

S.E.  18 
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former  from  tlie  latter.  In  case  no  valid  election 
be  made  on  tlie  day  hereinbefore  appointed  for 
that  object,  the  Committee  may  forthwith,  or  at 
any  time  thereafter,  piior  to  the  next  oidinary 
yearly  ballot,  cause  a  ballot  to  be  held  for  such 
election,  on  a  day  to  be  fixed  hj-  the  Committee 
for  that  purpose,  and  in  all  respects,  as  lastly 
hereinbefore  provided  ;  and  the  C<jmmittoe  to  be 
appointed  b}'  such  ballot  shall  remain  in  ofltiee 
until  the  25th  day  of  March  then  next  following. 
Every  ballot  for  the  election  of  the  Committee  for 
General  rur[)oses,  or  for  supplying  vaeaneies  in 
the  Committee,  sliull  he  held  at  The  Stock 
Eschiinge,  and  except  as  specially  provided  by 
these  presents  sluill  he  conducted  in  accordance 
with  the  existing  piactice  and  usage  in  reference 
to  such  elections.  In  case  of  dispute  as  to  what 
such  practice  and  usage  has  been  in  any  particular, 
the  Committee  shall  from  time  to  time  determine 
the  same  by  Resolution. — Deed  of  Settlement,  sect, 
xii.,  cl ,  90. 

(1)  No  person  shall  be  elected  to  the  said  Committee 
for  General  Purposes  who  shall  not  for  the  space 
of  Five  years  imntediatelj'  preceding  the  day  of 
election  have  been  a  Member,  and  every  person  on 
ceasing  to  be  a  Member  shall  ipso  facto  vacate  his 
seat  on  the  Committee.  Deed  of  Settlement,  sect. 
xii.,  cl.  91. 

(2)  Every  Member  is  entitled  to  vote  although  he 
may  not  have  paid  his  aubscription. 

(1)  Any  occasional  vacancy  in  the  said  Committee 
for  General  Purposes  shall  be  filled  up  by  a  ballot 
of  Members  to  be  held  foi-  the  purpose  on  a  day  to 
be  fixed  by  the  Committee  for  General  Purposes, 
and  of  which  Seven  days'  previous  notice  shall  be 
given  by  the  same  being  publicly  exhibited  in  The 
Stock  Exchange.  Similar  notice  of  nomination 
shftll  bo  given  as  provided  liy  Clause  90.  The 
surviving  or  continuing  Members  on  the  Commit- 
tee, notwithstanding  any  vacancy  in  their  number, 
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may  act  until  the  same  sliall  be  HUed  up.  Deed  of 
Si'ttlnnent.  s.-ct.  xii..  rl.  !»-J. 

(•J)     Any     person     eletled    to    supply    an    occasioiial  Tenure  of 
.  t^f  J  ,     ^        ,.       Office. 

Vinant-}'  in  the  said  ( Vimmittee  shall  hold  othce  tor 

thf  residue  of  the  year  in  which  he  shall  he  elected, 

and   shall  then   retire  with   the  utLer   Men)bers  of: 

the  said  ( 'miiiuitlee. — Deeil  of  Stltlenient,  sect.  xii. 

ci.  y;;. 

4.  (1)     Tlie  said  Committee  for  General  Purposes   shall  Procedure. 

meet  at  such  times  as  they  may  Irom  time  to  time 
appoint,  aud  ahall  determine  their  own  quorunj 
(the  same  to  be  not  less  than  Seven  Members 
actually  present),  and  mode  of  procedure. — Deed 
of  Settle^neitl  sect,  xii.,  cl.  98. 

(2)     Until   otherwise  determined,  the  quonim  of  tlie  Quorum, 
said   Committee  shall  be   Seven  Members  person- 
ally present — Deed  of  Settlement,  sect,  xii.,  cl.  99. 

5.  The  said  Committee  for  General  Purposes   t-hall  committee 
regulate  the  transaction  of  business  on  The  Stock  busiDes*  and 
Exchange,    and    may    make  rules  and    regulations  "^"^  "^  ^'* 
not    inconsistent   with     the    provisions    of    these 
presents    respecting  the  mode   <if  conducting    the 

ballot  for  the  election  of  the  Committee  and 
respecting  the  admission,  expulsion  or  suspension 
of  Members  and  their  clerks,  and  the  mode  and 
conditions  in  and  subject  to  which  the  business 
on  The  Stock  Exchange  shall  be  transacted,  and 
the  conduct  of  the  persons  transacting  the  same, 
and  gcnerall}'  for  the  good  order  and  government 
of  the  Member.s  of  the  Stock  Exchange,  and  may 
from  time  to  time  amend,  alter  or  repeal  such 
Rules  and  Regulations,  or  any  of  them,  and  may 
make  any  new,  amended  or  additional  rnles  and 
ivgidations  for  the  purpos;es  aforesaid. — Deed  of 
Settlenieitt,  sect,  xii.,  cl.  9."i. 

6.  (1)     At  their  tirst  ordinary  Meeting  after  the  Annual  Election  of 

Election,  the  Committee  shall  elect  from    amongst  and  Deputy 
themselves    a  Chairman   and    Deputy-Chairman,  '^'""'""■^ 
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who  shall  respectively  hold  office  till  the  25th  of 
March  next  ensuing.  In  case  either  appointment 
shall  become  vacant,  it  shall  be  filled  up  as  soon 
afterwards  as  popsible.  When  the  Chairman  and 
Deputy  Chairman  are  absent,  the  Meeting  shall 
nppoiiit  a  Chairman. 

(2)  In  all  cases  when  on  a  division  the  votes  are 
equal,  the  Chairman  shall  have  a  second  or  casting 
vote. 

At  the  first  Meeting  of  the  Committee,  one  of 
the  Members  of  The  Stock  Exchange  shall  be 
chosen  Secretarj^  who  shall  hold  his  office  during 
their  pleasure. 

Three  or  more  Members  shall  be  appointed  by 
the  Committee  to  act  as  Scrutineers  at  elections, 
who  shall  report  the  result  of  the  ballot  to  the 
Committee  and  to  The  Stock  Exchange. 

(1)*  A  Meeting  of  the  Committee  shall  bo  held  every 
Monday-  at  aQnater-past  One  o'clock,  commencing 
on  tlie  first  Monday  after  each  annual  election. 

(2)  A  Special  Meeting  of  the  Committee  may  be 
called  at  any  time  hj  the  Chairman  or  Deputy 
Chairman,  oi',  in  their  absenoe  or  in  case  of  their 
refusal,  by  any  three  Members  of  the  Committee, 
One  hour's  notice  at  least  of  such  Meeting  shall  be 
posted  in  The  Stock  Exchange. 

(1)  A  Resolution  of  the  Committee  shall  not  be  valid 
or  put  in  force  nntil  confirmed,  unless  it  relate  to 
the  shutting  of  the  House,  the  admission  of  Mem- 
bers, or  Clerks,  the  re-admission  of  Defanlrers,  the 
authorisation  to  carry  on  Arbitrage  business,  the 
fixing  of  ordinary  settling  days  or  the  granting  or 
refusing  of  special  settlements  and  official  quota- 
tions. 

(2)  If  a  Resolution  be  not  fonfirmed,  and  nnother 
Resolution  be  substituted,  the  substituted  Resolu" 
tion  shall  also  require  confirmation  at  a  subsequent 
Meeting. 
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(S)     In  cases  wUwh  do  not  iuhnit  of  delay,  iwo-tliirds  ^^*[^|!^^jj„^_ 
of  the  Committee  luesent must  concur  in    favour 
of  tlio  iiniuediato  confirmation  of  the   Kosolutiou, 
and  the  urgency  of  the  ca!>e  must  he  stated  on  tlie 
Minutes. 

11.  In    all  cases  brought  under  the  consideration  of  Decisions 

the  bomniittee,  tlioir  decision,  when  conhrmed,  is 
final  and  shall  be  carried  out  forthwith  by  every 
U ember  concerned. 

12.  Notice  shall  be  eiven  in  writing  of  any  i3roi>osal  Alteration 

11  T^    ,  .^    I       1  of  Rules. 

to  alter  oi-  add  to  the  Kulos,  and  a  copy  of   such 

proposal  .<hall  be  sent  to  each  Member  of  the  Com- 
mittee. 

13.  All    communications  to   the  Committee  shall  be  Commnnicn- 

.  .   .  tioiis  to  be  in 

made  in  writing,  and  no  anonymous  letter  shall  be  writinff 

acted  upon. 

14.  Members  iind  their  Clerks  shall  attend  the  Com-  Momhors  »u(\ 

1  -1  J      1     11       •  1     •    f         t'lerkBto 

mittee  when  required,   and  shall  give  such  iiiior- attend  wIru 

mation  as  m:\y  be  in  their  possession  relative  to 

any  mntter  under  investigation. 

15.  The    Committee   may   expel   any   of   their   own  K-TpnlBimi  of 
Members  from  the  Committee,  wliu  may  be  guilty  committee. 
of  improper  conduct.     The  Resolution  for  expul- 
sion must  bo  carried  by  a  majority  of  two-thirds  in 

a  Committee  specially  summoned  for  the  purpose, 
and  consisting  of  not  less  than  Twelve  Members, 
and  must  be  confirmed  by  a  majority  of  the  Com- 
mittee,  at  a   subsequent   Meeting   specially    sum- 
moned. 
10.     (1)     The  Committee  may  expel  or  suspend  any  Mem-  VioUtion  of 
ber  who  may  violate  any  of  the  Rules  or  Regida- 
tions. 
(2)     The  Committee  may  expel  or  suspend  aiu'  Mem-  Faiiuro  to 

.  complv 

ber  who  may  fail  to  comply  with  any  of  the  Com-  rotumittee'x 

,  .    .  Decision. 

mittec  s  decisions. 
(;^)     The  Committee  may  expel  or  .snspend  any  Mem-  Dlsbonour- 
ber  who  may  be  guilty  of  dishonouraole  or   dis-  Conduct- 
graceful  conduct. 
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17.  The  Committee  may  censure  or  suspend  any  Mem- 
ber of  The  Stock  Exchange  who  in  his  conduct  or 
business  may  act  in  a  manner  detrimental  to  the 
interests  of  The  Stock  Exchange  or  unbecoming 
the  character  of  a  Member  or  who  may  conduct 
himself  in  an  improper  or  disordei'ly  manner,  or 
wilfully  obstruct  the  business  of  the  House. 

18.  A  Resolution  for  expulsion  or  suspension  must 
be  carried  by  a  majoi-ity  of  three-fourths  of  a 
Committee  present  at  a  Meeting  specially  sum- 
moned and  consisting  of  not  less  than  Twelve 
Members,  and  must  be  confirmed  by  a  majority  of 
a  Committee  present  at  a  subsequent  Meeting 
specially  summoned. 

19.  The  Committee  for  General  Purposes  for  the  time 
being  may,  in  their  absolute  discretion,  and  in  such 
manner  as  they  may  think  fit,  notify  or  cause  to  be 
notified  to  the  public,  that  any  Member  has  been 
expelled,  or  has  become  a  Defaulter,  or  has  been 
suspended,  or  has  ceased  to  be  a  Member,  and  the 
name  of  such  Member.  No  action  or  other  proceed- 
ing shall  under  any  circumstances  be  maintain- 
able  by  the  person  referred  to  in  such  notification 
against  any  person  publishing  or  circulating  the 
same,  and  this  Rule  shall  operate  as  leave  to  any 
person  to  publish  and  circulate  such  notification 
and  be  pleadable  accordingly. 

20.  The  Committee  may  dispense  with  tlie  strict 
enforcement  of  any  of  the  Rules  or  Regulations 
under  the  following  conditions  : — 

(i.)  A  Resolution  for  this  purpose  must  be  carried 
by  a  majority  of  three-fourths  of  a  Committee 
present  at  a  Meeting  specially  summoned  and  con- 
sisting of  not  less  than  Twelve  Members, 
(ii.)  Except  in  the  case  of  the  matters  exempted 
from  confirmation  by  the  first  clause  of  Rule  JO, 
the  Resolution  must  be  confirmed  by  a  majority  of 
a  Committee  present  at  a  subsequent  Meeting 
specially  sumnaoncd. 
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RE-ELECTIONS,  ADMISSIONS  AND 
IJE-ADMISSIONS. 


21.     (1)     The    rommiltoe   shall,  on  tlie  firrst  Monday  in  Re^eiecticne 

March    pioceed    to    rc-ekcL    such    Members   and  Adiuisbionb. 

admit  such  Candidatca,  as  thej'  shall  deem  eligible 

to  be  Members  of  The  Stock   Exchauf^e,  for  One 

j-ear,    commencing    on    the   iofch   of   March    then 

instant. 

(2)     A    Member  reelected,  admitted  or   re-admitted  Lmbiluy  f"v 

...        .'-■uhscription 
phall  become  liable  for  the  amount  of  Subscription  and  Fees. 

and  Fees  fixed  Ijy  the  Trustees  and  Managers. 

2  2,  Every  Member  or  Applicant  for  Re-election,  Ad-  Statns. 

raission  or  Re-admission  shall  declare  whether  he 
proposes  to  act  as  a  Broker,  Dealer  or  Clerk,  or 
that  he  is  not  engaged  in  active  business,  and  no 
Member  shall  alter  his  status  from  Broker  to 
Dealer  or  from  Dealer  to  Broker  without  first 
giving  one  moutli's  notice  to  the  Committee,  which 
noticeshall  forthwith  be  posted  in  the  House, 

23.  (1)     A  Member  desirous  of  being  re-elected  shall,  in  AppiieaUon 

each  year  address  to  the  .Secretary  a  letter,  of  the  reelection. 
Form  No.   1  in  the  Appendix. 
(2)     Each  Member  of  a  partnership  is   required  to  [|'^[*°f^7jp„, 
sign  a  separate  letter. 

24.  (1)     A   Member  who   is   not   desirous  of  being   re- ^'«^g";,'/'°"- 

elected  in  any  year  shall  notify  to  the  Secretary  Suh«nvtion. 
his  intention  not  to  apply  for  Re-election.     Not- 
withstanding   this    Notice    he    may  api>ly  at  any 
time  during  the  current  Stock  Exchange  year  on 
Form  No.  1  in  the  Appendix,  provided  he  has  not 
exercised  his   right  of  nomination  or  become  in- 
eligible under  Rules  :!0  or  ;'>!. 
(2)     A   Member  in  his  sureties  availing^  himself  of  ^^i^^y^^^pf 
this  Rule  shall  be  required  to  obtain  the  written 
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consenL  of  his  sureties  to  au  extension  of  their 
liabilit}'  equivalent  to  the  unexpired  period.  (Ap- 
pendix Form  No.  2.) 

25.  (1)  A  former  Member  who  has  discontinued  his 
subsci-iption  for  One  year  under  Rule  21,  and 
who  has  not  exercised  his  right  of  nomination  or 
become  ineligible  under  Rules  30  or  31  may  apply 
for  Re-election  on  Form  3  in  the  Appendix,  with 
two  recommenders  without  security,  such  re- 
commenders  being  qualified  as  laid  down  in  the 
first  clause  of  Rule  Si. 

(2)  A  Notice  of  such  application  shall  be  posted  in 
The  Stock  Exchange  for  at  least  Eight  days 
before  its  submission  to  the  Committee. 

(3)  A  former  Member  availing  himself  of  this  Rule 
while  in  his  sureties  shall  be  required  to  obtain 
the  written  consent  of  his  sureties  to  an  extension 
of  their  liability  equivalent  to  the  unexpired 
period,     (Appendix  Form  No.  2.) 

86.  (1)  A  ('andidate  for  admission,  except  Candidates 
under  Rule  28,  shall  be  required  to  obtain  the 
nomination  of  a  Member  willing  to  retire  in  his 
favour,  or  of  a  former  Member,  or  of  the  legal 
personal  representatives  of  a  deceased  Member. 
The  nomination  shall  be  on  one  of  the  forms  in 
Appendix  15,  which  shall  only  be  issued  on  receipt 
of  a  written  application  signed  by  the  nominator 
and  containing  the  full  name  of  the  nominee, 

(2)  A  Candidate  nominated  by  an  existing  Member 
shall  not  be  balloted  for  until  the  resignation  of 
the  nominating  Member  has  been  accepted  by  the 
Committee. 

(3)  Nominations  by  other  than  existing  Members 
must  be  executed  and  lodged  with  the  Secretary 
within  Twelve  months  of  the  death  or  resignation 
of  the  Member,  or  in  the  event  of  his  discontinu- 
ing his  subscription,  within  the  current  Stock 
Exchange  year.  If  not  so  exercised,  the  right  of 
nomination  shall  lapsCf 
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i'i)     A  nominoo  must  bo  (•li,n;il)lo  under  these  Hnles,  ^J'^j,',^'j„^Jg_ 
anil,  if  a  CMerk  applying  fc.r  Adinissidn  with  Two 
Hurctifs,  must  have  completed  the  service  recpiired 
by   clause  2  of  Rule  ;?'i  bofoie  the  expiry   ot    the 
right  of  nomination. 

(5)     If  a  nominee  1)C  niectcd,  a  furthei-  nomination  nejoctif>n  of 

.  .  nouiineo. 

may  bo  lodged  within  the  prescribed  period. 

((i)     In  the  case  of  a  deceased  Member,  ihe  prol)ate  Nominee  of 
of  the   will   or  letters  of  administration  must  be  Mcmior. 
exhibited  to  the  Secretary  before  the  issue  of  the 
nomination  form. 

2  7.     (1)     The  right  of  nomination  shall  be  ])ersonal  ""d  j^^^'jj^j^'j'j^jj 
non-transferable.  Pi-reoiKil, 

(■J)     The  right  of  nomination  shall  not  be  exercised  J^**®"* ''9' *? 
^    '  "  be  exercised. 

Ity  a  Defaulter,  by  a  person  who  is  expelled,  or 
who  censes  to  be  a  i\Iond)er  under  Rule  161  or  in 
conse((uence  of  his  failing  to  acquire  or  hold  the 
share  or  shares  rccjuired  by  Rules  o9  or  42,  or  l-y 
any  person  ceasing  to  bo  a  Member  whilst  under 
suspension. 

(M)  The  light  of  nomination  sliall  not  be  exercised  ,^fer'^e(i 
by  a  Member  who  is,  after  the  2tih  March,  1011, 
re-elected  with  two  Reeoinmenders  niuler  Rule  2'>, 
or  re-admitted  under  Rules  40"  fu*  41',  within  Four- 
years  of  his  re-election  or  re-admission,  but  in  the 
event  of  the  decease  of  such  Member  prior  to  such 
time,  his  legal  personal  representatives  may  exercise 
the  right  of  nomination. 

(4)     A   Member  admitted   witliont  nomination   sh.ill  Wlien 

comiiicncOB. 

not  exercise  the  right  of  nomiuiitiou  until  after 
the  term  of  the  liability  of  his  sureties  shall  have 
expired  by  effluxion  of  time,  but.  in  the  event  of 
the  decease  of  such  Member  j)rior  to  such  time, 
his  legal  personal  representatives  may  exercise 
the  right  of  nomination. 

(b)     A  Defaulter  shall  not  be  required  to  obtain  a  Not  required 
^.        ,     -  J     •      •  hy  Defaulter, 

nomination  before  re-admission. 
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28.  (1)  The  Committee  shall,  at  a  Special  Meeting  held 
ill  December  of  every  year,  fix  tiie  number  of 
admissions  for  the  year  commencing  the  26th 
March  following,  to  be  open  to  Candidates  with 
Two  recommenders  Avithout  nomination.  The  Re- 
solution 6xing  the  number  of  Candidates  to  be  so 
admitted  shall  not  be  valid  or  put  in  force  until 
confirmed. 

(2)  A  Clerk  having  completed  Four  years"  service 
in  The  Stock  Exchange  or  the  Settling  Room  in 
accordance  with  clause  2  of  Rule  82,  may  apply  on 
the  Form  No.  16  in  the  Appendis  to  be  placed  on 
the  waiting  list  of  Candidates  for  election  without 
nomination. 

(3)  The  names  of  Clerka  so  applying  shall  be  placed 
upon  the  waiting  list  in  the  order  of  application, 
and  the  list  shall  be  posted  in  The  Stock  Exchange 
•in  December  of  each  year. 

(4)  Those  within  the  number  fixed  by  the  Committee 
may  be  balloted  for  on  or  after  the  first  Monday 
in  March  for  the  ensuing  Stock  Exchange  year, 
provided  that  their  application  forms  duly  signed 
and  complete  in  all  respects  be  lodged  with  the 
Secretary  at  least  Eight  days  before  the  ballot. 

(5)  A  Candidate,  within  the  number  fixed  by  the 
Committee,  who  fails  to  lodge  a  complete  applica- 
tion form  witliin  One  month  from  the  date  of  hia 
having  the  right  to  do  so,  shall  be  placed  at  the 
bottom  of  the  waiting  list,  and  the  next  in  order  of 
priority  shall  be  entitled  to  lodge  an  application 
form. 

(6)  A  Candidate,  who.se  name  has  been  so  placed 
at  the  bottom  of  the  waiting  list,  shall  be  alto- 
gether removed  from  that  list  if  he  fail  to  apply 
for  Membership  when  he  next  has  the  right  to  do 

BO. 

(7)  The  Committee  may  at  any  time  remove  any 
name  from  the  waiting  list. 
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(8)     The  name  of  a   l  lerk   who  ceases  to  have  ad-  Bv 

Excluticn. 
mis5:ioii  to  the  House  oi-  the  Settling   Room  for  a 

period  of  Six  consecutive  months,  shall  lie  rf  moved 

from  the  wuitiiig  list. 

(0)     A    Candidate,    whose    name    ha.>   been   removed  Reinstata- 
r  1  ■^^  J       1        1      •  1  ment. 

from  the  waiting  list,  and  who  desireB  to  be  re- 
instated, muht  make  a  special  application  to  the 
Committee. 

29.  A  Candidate,  who  has  been  a  Foreign  Siibjert,  is  j,(,n 
ineligible    until    he    has    been    naturalised    for   a 
period  of  Two  years,  and  a  resident  in  this  country 
for  Seven  year*.. 

30.  A  Candidate  is  ineligible,  if  he  be  engaged  ^(^  engaReil  in 
Principal  or  Employee    in  any  business  other  than  huwuesaei!. 
that   of  The   Stock    Exchange,  or  if  his   wife  be 
engaged  m  business,  or  if  he  be  a  member  of  or 
eubBcriber  to  or  be  a   Shareholder  or  Debenture 

holder  in  any  other  institution  where  dealings  in 
Stocks  or  Shares  are  carried  on  ;  and  if,  sub- 
sequently to  his  admission,  he  shall  become  subject 
to  any  one  of  these  objections  he  ahall  cease  to  be 
a  Member,  upon  Resolution  of  the  Committee  to 
that  effect. 

31.  a)     A  Candidate  is  ineligible,  who  has  been  a  bank-  Bankruptcy, 

rupt,  or  against  whom  a  Receiving  Order  in 
Bankruptcy  ha.s  been  made,  or  who  has  been 
proved  to  be  insolvent,  or  who  has  compounded 
with  his  creditors,  unless  he  shall  have  paid  2i'8. 
in  the  4'.  and  obtained  a  full  discharge. 

(2)     A    Candidate    is  ineligible,   who  ha.s   more   than  Second 

-  Bankruptcy. 

once  >)een  a  bankriiiit  or  insolvent,  or  compounded 
with  his  creditors. 

32.       (1)     A  Camlidate  for  admission  must  be  recommended  Admission: 
by   Three   Memliers  of  not    less  than    Four  years"  Sureties, 
standing,  who  have  fiilHlled  all  their  engagements 
and  are  not  indemnified.     Each  recoimneuder  must 
engage  to  pay  Five  hundred  pounds  to  the  creditors 
of  the  Candidate,  in  case  the  latter  shall  be  declared 
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EULES. 


Two  Sureties 


Notice. 


Personal 
knO"-ledge  of 
Candidate 
required. 


Suretyship 
Eligibility. 


33. 


34. 


Restriction. 


New  sureties. 


a  Defaulter  Avitliiii  Four  years  from  the  date  of  his 
admission.     (Apjieiidix  Form  No.  4). 

(2)  If  the  Candidate  has  served  as  a  Clerk  in  the 
House  or  the  Settling  Room  for  Four  years,  with  a 
minimum  service  in  the  House  of  Three  years* 
previously  to  the  lodging  of  his  comi:ilete  applica- 
tion form,  Two  recommenders  only  shall  be  required, 
who  must  each  enter  into  an  engagement  as  above 
mentioned  but  for  Tliree  hundred  pounds.  A  Clerk, 
who  previously  to  his  employment  in  The  Stock 
Exchange  shall  have  been  engaged  as  Principal  in 
any  business,  shall  only  be  eligible  for  admission 
as  a  Member  with  Three  sureties  for  Five  hundred 
pounds  each.     (Appendix  Form  No.  5.) 

(3)  A  Notice  of  each  apiDlication  with  the  names  of 
the  recommenders,  stating  that  they  are  not  and 
do  not  expect  to  be  indemnified,  shall  be  posted  in 
The  Stock  Exchange  at  least  Eight  days  before  the 
Candidate  can  be  balloted  for. 

Recommenders  are  required  to  have  such  per- 
sonal knowledge  of  the  Candidate,  and  of  his  past 
and  present  circumstances,  as  shall  satisfy  the 
Committee  as  to  his  eligibilit3\ 

(1)  A  Candidate  may  be  recommended  by  a  firm, 
but  not  by  Two  members  of  the  same  firm,  nor  by 
a  Member  who  is  an  Authorised  or  Unauthorised 
Clerk,  nor  by  a  Member  whose  Authorised  Clerk 
the  Candidate  may  be,  nor  by  a  Member  whose 
sureties  are  still  liable. 

(2)  A  Member  shall  not  be  surety  for  more  than  Two 
new  Members  at  the  same  time,  unless  he  take  iip 
an  unexpired  suretyship,  when  the  limit  shall  be 
Three. 

(3)  If  a  Member  enter  into  partnership  witli  or 
become  Authorised  Clerk  to  one  of  his  sureties,  or 
if  any  one  of  his  sureties  cease  to  be  a  Member 
during  his  liability,  he  shall  find  a  new  surety  for 
such  portion  of  the  time  as  shall  remain  unexpired 
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and  until  siuh  snl)stitute  is  providod,  tlio  Com- 
mittee will  ]>rohiIjit  his  eiitniiice  to  The  Slock 
Exchange. 

35.  A  Member,  intending  to  ohject  to  the  re-eloction  Objection, 
of  a  Member,  tlie  admission  of  a  Candidate  or  the 
re-admission  of  a  Defaulter,  shall  comniiuiicate  the 
groimds  of  liis  objeetion  to  the  Committee  by  letter 
pre\iously  to  the  re-election  or  ballot. 

36.  The  Chairman  shall  refiuire  every  Candidate  to  Questions  to 
acknowledge  his  signature  to  the  form  of  applica-  ami  Sureties 
tiou,  shall  ask  eai  h  of  the  reoommcnders  of  a  Can- 
didate the  following  fiuestions  : — 

(i)  Has  the  applicant  ever  been  a  bankrupt,  or  has 
he  ever  compounded  with  his  creditors  ?  and  if  so, 
witliin  what  time  and  what  amount  of  dividend 
has  been  paid  ? 

(ii)     Would  youtako  his  chef|ue  for  Three  thousand 
pounils  in  the  ordinary  way  of  l)usiness? 

(iii)     Do  you  consider  he  may  bo  safely  dealt  with    in 
securities  forjthe  Account  ? 

and  shall  put  such  further  questions  as  may  be 
deemed  necessary. 

37.  Tlie  election  of  new  Members  shall  be  by  ballot.  Ballot, 

and  n)ust  be  carried  by  a  majority  of  three-fourths 
in  a  Committee  of  not  less  than  Twelve  Members. 

3S.  If  an  applicant  for  re-election,  admission  or  re-  Rejectwl 

,     .      .         ,  .  n      ,  ,1,  1       ,     n         T  applications, 

admission  be   rejected,    lie   shall    not   be   balloted 

for   again    before    the  2oth  of    March   then    next 

ensuing. 

39,     (1)     A  Member  on  his  election  shall,  before  excj-eising  Share 

,      ,  .    .,  ,   ^r        1  1  •        .  qualifieatlxo. 

any    of    tlie    privileires  of  iMoniberslnp,  become   a 

pro))rietor  in  The  Stock  Exchange,    1)}'  acf|uiring 

One  share  in  the  case  of  a  Member  admitted  with 

Two    sureties,    or   Three  shares    in    the  case  of  a 

Member  admitted  with  three  sureties.     Should    a 

Alember  who  requires  a' share  qualification  fail  to 
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obtain  the  same  within  Six  months,  liis    e'lectioti 
shall  be  cancelled. 

(2)  The  Secretary  shall  not  issue  his  admission 
notice  to  a  new  Member,  until  it  has  been  reported 
to  him  by  the  Secretary  to  the  Trustees  and 
Managers,  that  the  new  Member  has  been  duly 
registered  as  a  proprietor  of  the  required  number 
of  shares. 

(3)  A  Member  who  shall  transfer  the  share  or  shares 
constituting  his  qualification  ahall  forthwith  cease 
to  exercise  any  of  the  privileges  of  Membership, 
and  shall  cease  to  be  a  Member,  upon  Resolution 
of  the  Committee  to  that  effect. 

40.  (1)  A  notice  of  every  Defaulter,  applying  for  re-ad- 
mission, shall,  at  the  discretion  of  the  Committee, 
be  posted  witj^out  recommenders  in  The  Stock 
Exchange,  at  least  Twenty-one  days,  and  the  Com- 
mittee shall  then  take  the  applieaticm  into  consi- 
deration, upon  the  report  of  a  Sub-Committee, 
appointed  according  to  Rule  411 

(2)  After  a  Defaulter  has  been  re-admitted  by 
ballot,  he  shall  be  placed  in  the  first  or  second 
class  as  laid  down  in  Rule  44  and  posted  accord- 
ingly. 

(3)  A  Defaulter  may  be  re-admitted  without  the 
above  notice  in  any  case  where  upon  the  report  of 
the  Sub-('ommittee  it  is  proved  that  all  liabilities 
have  been  bonA  fide  discharged  in  fall.  In  such 
case  his  name  shall  be  posted  as  having  paid  203. 
in  the  £". 

41.  Defaulters  declared  within  Four  years   of   their 

admission  as  Members,  and  Defaulters  who  have 
been  rejected  upon  Two  ballots  can  onlj'  be  re-ad- 
mitted by  a  majority  of  three-fourths  in  a  Commit- 
tee specially  summoned,  and  consisting  of  not  less 
than  Twelve  Members. 

42-     (1)     A    Defaulter,    who    shall   have    been    originally 
admitted  a  Member  after  the  23rd  November,  1904 


unci  who  shall  huvH  partod  with  his  shaiv  i|iiuliH- 
(  lit  inn,  shall  on  rt'-adiin'ssion.  I)"l'r)i('  again  exercis- 
ing any  of  tlie  privileges  of  Afenibership,  become  a 
firopiietor  of  Hne  share  in  The  Stock  Exchange. 
Slmulil  a  i  )or;iiilii'i  v\  lio  i(i|iiircsa  shai'e  (jnalitica- 
tion  fail  to  ohlain  tlie  same  within  Six  mniiths,  his 
le-ailmission  sliall  he  cancelled. 

(•J)     The  Secretary  shall   nol    issue   his  i-e-adniissinu  Re.HaiaisBiou 
notice  to  such  a  Defaulter,  until  it  has  been  reported  ""'"■'*• 
ti»  liim  liy  the  Secretary  to  the  Trustees  and  Mana- 
gers, that    the  Defaullei-  has  been  didy  registered 
as  a  pioprielor  (tf  One  share. 

('>\)     A  Re-admitted  Defaulter  who  shall   trnnafer  the  Transfer, 
-hare  constituting  his  (|ualiHcation,  shall  forthwith 
cea.se  to  exercise  aii}-  of  tlie  pi  ivile^-es  of  Afendjer- 
ship,  and  shall  cease  to  he  a  Member,  upon  Resolu- 
tion i>f  the  Committee  to  that  effect. 

43.  (I)  rpon  any  application  for  ie-admis.sion  by  a  Sub- 
Defaulter,  a  Suh-Oommittee  shall  investigate  his  oa "DefaiUiers. 
conduct  and  accounts;  and  no  further  proceedings 
shall  be  taken  by  the  C'ouimittee  with  regard  to  his 
re-admission,  until  the  Report  of  such  Sub-Com- 
mittee shall  have  been  submitted,  together  with  a 
statement  a>,  to  the  Defaulter's  estate,  signed  by 
himself. 

(•J)     The    attention    of  the  Sub-Committee  shall  be  Duties. 
directed. 

(i)  To  ascertain  the  amount  of  the  greatest 
balance  of  Securities  open  at  any  time  during 
the  Account,  and  at  the  time  of  failure;  the  total 
amount  of  his  business  assets;  the  current 
balance  at  his  bankers;  and  whether  the  tran- 
sactions were  on  his  own  account,  or  on  account 
of  principals,  s|iecifying  the  amount  in  each 
case.  • 

(ii)  To  ascertain  the  fi-tiil  amount  paid  to  his 
estate,  specifying  the  sums  collected  in  The 
Stock  Exchange,  those  received  from  principals 
and  those  from  the  Defaulter  himself. 
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(iii)  To  ascertain  the  conduct  of  the  Defanlter  pre- 
ceding and  subsequent  to  his  failure ;  and  to 
enquire  of  the  Official  Assignees  whether  any 
matter,  prejudicial  or  otherwise  to  the  Defaulter's 
application,  has  transpired  at  any  meeting  of  cre- 
ditors, or  has  officially  come  to  their  knowledge 
elsewhere. 

(iv)  To  ascertain  whether  the  Defaulter  has  violated 
Rule  47. 

44.  The  re-admission  of  Defaulters  shall  be  in  one  of 
two  Classes: — 

The  First  Class  to  he  for  cases  of  failure  ai'ising 
from  the  default  of  principals,  or  from  other 
circumstances  where  no  bad  faith  or  breach  of 
the  Rules  and  Regulations  of  The  Stock  Ex- 
change has  been  practised  ;  where  the  operations 
have  been  in  reasonable  proportion  to  the  De- 
faulter's means  or  resources,  and  where  his 
general  conduct  lias  been  irreproachable. 

The  Second  (Uass,  for  cas^s  marked  by  indiscre- 
tion, and  by  the  absence  of  reasonable  caution. 

45.  A  Defaulter  shall  not  be  eligible  for  re-admission 
who  fails  to  give  up  the  name  of  any  principal  in- 
debted to  him,  or  who  has  not,  within  Fourteen  days 
from  the  date;of  his  failure,  delivered  to  the  Official 
Assignees  or  to  his  creditors,  his  original  books  and 
accounts,  and  a  statement  of  the  sums  owing  to,  and 
by  him,  in  The  Stock  Exchange,  at  the  time  of  his 
failure. 

46.  A  Defaulter  shall  not  be  eligible  for  re-admission 
who  shall  not  have  paid  from  his  own  resources, 
independently  of  his  security-money,  at  least  one- 
third  of  the  balance  of  any  loss  that  maj'  occur  on 
his  transactions,  whether  on  his  own  account  or 
that  of  principals  ;  or  who,  in  the  event  of  ids 
debts  being  less  than  the  amount  which  his  sure- 
ties may  be  called  upon  to  pay,  shall  not  have 
refunded  to  the  sureties  one-third  of  the  amount 
paid  by  them. 
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47.  A    Momher  wlio  issues  or  retains   a  Ticket  f">"  fg^lj]'^^'^, 

SiMuritics,  wlioreUv  loss  is  incurred  or  iiicrcaecd,  Jp'.HiniiiK 

'  •  Tickets  wiion 

and  who  shall  be  declared  a  Defaulter  in  that  Ac-  inioivont. 

count,  shall  not  bo  elipihlc  for  re-admission  for  at 
Ica^fc  One  year  from  the  date  of  such  default,  pro- 
vided it  be  proved  to  the  satisfaction  of  the  Com- 
mittee that  he  knew  himself  to  be  insolvent  at  the 
time  of  issuing  or  retaining  the  Ticket. 

48.  Tlie  surety  of  a  New  Member,  who  at  the  time  ludemnity 

-,        ,       .         ,      .      .  ,     Ti     1  1  of  sureties. 

of  such    Member  s  annnssion    shall    have   avowed 

that  ho  was  not  and  that  he  did  not  expect  to  be 
indemnified,  aiid  who  shall  subsequently  receive 
any  indemnity,  shall  in  the  event  of  the  New  Mem- 
ber failing  within  the  time  of  his  liability,  be 
compelled  to  pay  to  the  creditors  any  sum  so 
received,  in  addition  to  the  amount  for  which  he 
originally  became  surety. 

49.  A  former  Member,  not  a  Defaulter,  who  shall  Ro-ariminsion 
have  ceased  to  be  a  Member  under  Rule  101,  and  °  '"so  vents. 
who  shall  have  paid  208.  in  the  £  may  apply  for 
re-admission  with  Two  sureties  of  £300  each. 

50.  A  Member  wishing   to  resign    his    Membership  Rosipnntion. 
must  forward  to  the  Secretary  a  letter  tendering 

such  resignation,  and  a  copy  of  this  letter  shall  be 
posted  in  The  Stock  Exchange  for  at  least  four 
weeks  before  the  matter  is  entertained  by  the 
Committee. 


S.E.  ^» 


290 


RULES. 


PARTNERSHIPS. 


Partner- 
ships 
List. 


Alteration. 


51. 


Notices. 


Continsent. 


Partnership 
dissolved  by 
failure. 


Prohibited 

partnership 
with  Non- 
Member. 


Contingenti 


52. 


53. 


(1)  111  every  year,  as  soon  as  possible  after  the  25th 
March,  a  list  of  partnerships,  shall  be  made  out 
by  the  Secretary. 

(2)  In  case  of  a  new,  or  alteration  in  an  old  partner- 
ship, the  same  shall  be  forthwith  communicated 
to  the  Committee;  and  no  partnership  shall  be 
considered  as  altered  or  dissolved  until  such  com- 
munication be  made. 

(3  All  notices  relative  to  partnerships  must,  unless 
otherwise  ordered  by  a  Committee  specially  sum- 
moned for  that  purpose,  be  signed  by  the  parties, 
countersigned  by  the  Secretary  and  posted  in  The 
Stock  Exchange. 

(4)  A  Member  who  shall  enter  into  any  contract 
with  another  Member  for  a  Loan  of  money  or 
Securities  on  terms  contingent  on  or  varying  with 
the  profits  of  the  business  shall  be  liable  as  a 
general  partner.  Members  entering  into  such  con- 
tracts shall  notify  the  same  as  General  Partnerships. 

The  failure  of  a  firm  dissolves  the  partnership, 
and,  should  the  members  of  such  firm,  when  re- 
admitted, desire  to  renew  the  partnership,  notice 
thereof  must  be  given  to  the  Committee  in  the 
usual  way. 

(1)  A  Member  of  The  Stock  Exchange  shall  not 
enter  into  partnership  with  any  person  who  is  not 
a  Member. 

(2)  A  Member  shall  not  borrow  money  or  Securi- 
ties from  a  Non-Member  on  terms  that  the 
lender  shall  receive  a  rate  of  interest  varying 
with  the  profits  or  shall  receive  a  share  of  the 
profits  arising  from  carrying  on  the  borrower's 
business, 


19  a 
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(;?)     Piiitiioi ships  between   Brokers  and  Dciilci-s  arc  "etwieu 

,  •,  . ,      ,  Rrokcrs  ami 

pr()lubitt'<l.  Doiilfrs. 

(•1)     A   Meml)i'r  diuinc;  the   liability   of  bis  sureties  Conaent  of 
1     11        .    .■  1  .         'I  ,     .  sureties. 

Shall  not  lorm  a  partnership  without  their  consent 

communicated  in  writing  to  tlie  Conimittce. 

54.     (1)     Members    dealing   generally    together    in    any  Market 

particular  Securities  and  participating  in  the  '^"'■*"<""«i^'i'« 
result,  shall  be  held  responsible  for  the  liabilities 
of  each  other,  not  only  in  the  Securities  in  which 
they  are  jointly  interested,  but  also  in  any  other 
description  of  Securitii-s  in  which  either  of  tliera 
may  transact  business,  unless  they  shall  have 
forwarded  a  written  notice  (Appendix  Form  No. 
17)  to  the  Secretar}',  specifying  the  particular 
Securities  in  which  they  deal  on  joint  account. 

(2)  Market  Fartnersliips  are  only  permitted  Ijetween  l'ii"itation. 
Members  or  Firms,  who  each  deal  and  settle  their 
bargains  in  their  own  name. 

(3)  No  Market  Partnerships  shall  consist  of  more  Nu'o'ier  and 
than    two    Members    or    Firms,   nor    shall    such 
Partnership  be  carried  on  in  any  other  Markets 

than  those  in  which  both  parties  are  dealing. 

(•i)     All  Market  Partnerships  must  be  notified  to  the  Nutices. 
Secretary  and  posted  in  The  Stock  Exchange. 
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56. 


57. 


58. 


59. 


60. 


A  Member  desirous  of  obtaining  the  admission 
of  a  Clerk  to  the  House  or  the  Settling  Room,  or 
of  authorising  a  Clerk  to  transact  business,  or  of 
employing  another  Member  as  his  Clerk,  including 
any  Member  who  is  acting  as  his  office  Clerk  or 
is  under  any  arrangement  for  the  sharing  of 
(Commissions,  shall  apply  for  the  permission  of  the 
Committee  on  one  of  the  Forms  18,  19  or  tO  in  the 
Appendix. 

(1)  A  Member  may  be  permitted  to  introduce  Three 
Clerks  to  the  House,  One  of  whom  may  be 
Authorised  ;  also  Two  Settling  Room  Clerks. 

(2)  A  Firm  may  be  permitted  to  introduce  Five 
Clerks  to  the  House,  Two  of  whom  may  be 
Authorised  ;  also  Four  Settling  Room  Clerks. 

(8)  Members  maj'  be  employed  as  Unauthorised 
Clerks  in  excess  of  the  numbers  above  allowed ; 
and  Members  may  be  employed  as  Authorised 
Clerks  in  excess  of  the  numbers  above  allowed, 
with  a  limit  of  One  for  an  individual  Member  or 
Two  for  a  Firm. 

A  Member  desirous  of  employing  a  temporary 
Clerk  in  lieu  of  a  Clerk  absent  at  Territorial 
Training  shall  apply  on  one  of  the  Forms  21  or  22 
in  the  Appendix,  subject  to  the  Regulations 
printed  thereon. 

A  Member  renting  a  seat  in  the  Decoding  Room 
shall  apply  for  permission  to  register  a  Clerk  on 
Form  23  in  the  Appendix,  subject  to  the  Regula- 
tions printed  thereon. 

A  Member  employed  as  Clerk,  whether  Author- 
ised or  Unauthorised,  shall  not  make  any  bargain 
in  his  own  name. 

A  Member  who  was  acting  as  Clerk  to  a 
Defaulter  at  the  time  of  default,  to  a  person  who 
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lias  ceased  to  be  a  ^Member  by  expulsion  or  under 
Hule  Itjl,  or  to  a  Member  uuder  suspension,  sliall 
uot  make  any  bargain  in  hid  own  name,  nor  shall 
he  be  admitted  as  Authorised  Clerk  to  another 
Member  until  he  has  obtained  the  permission  of  a 
Committee  specially  suminoned  for  that  purpose. 

61.  A  Member  applying  tor  tlu,'  admission  of  a  Clerk  >fember'8 

must  satisty  tliu  Luniraittce — 

(i)     That  the   Clerk  is  of  the  requisite  ago,  i.e.  Arc. 
for  an  Autliorised   Clerk  21,  for  an  Unauthor- 
ised or  Settling  Room  Clerk  17,  and  would  be 
in  all  other  respects  eligible  for  admission  as  a  Eligibility. 
Member. 

(ii)     That  he  has  obtained  a  satisfactory  Kefer-  Referonce. 
enco  from  the  Clerk's  last  employer. 

(iii)     That  he  has  a  suflficient  knowledge  of  the  Previous 
,  .  Career. 

Clerk  s  previous  career. 

G2.     (1)     A   Member   may   apjily  for  the  admission   of  a  l^efttulters 
Defaulter    as    his    Clerk,    either    Authorised    or 
Unauthorised,  or  to  the  Sotlling  Koom,  though  the 
Defaulter  may  not  have  complied  with  Rule  40. 

(2)     A  notice  of  such  application  shall  be  posted  in  Notice, 
the  Stock  Exchange  for  at  least  Twenty-one  days 
and  the  Committee  shall  then  take  the  a)>pli(ation 
into  consideration   upon  the    report  of  the  Sub- 
committee appointed  according  to  Rule  V>. 

(S)     A  Resolution  allowing  such  application  must  be  Major  ty. 

carried  by  a   mnjority  of  three-fourths   of  those 

present. 
(4)     The  foregoing  procedure  shall  not  apply  in  the  Subsequent 

case    of    a   Defaulter   who   has    previously    been     '*''  "^"  '*'°* 

readmitted  as  a  Clerk. 

63.  Wlien  application  is  made  for  the  admission  as  a  ciprk« 

,  ,      ,  •         1     1  T  prsviotisly 

(.  lerk  of  a  person  who  lias  previously  Ijcen  engaged  enKaRca  in 

in  business  out  of  The  Stock  Exchange,  the  name 

and   address   of   such  person,   together   with    the 

name  of  the  Member  applying  for  his  admission, 
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shall  be  posted  in  The  Stock  Exchange  Eight  days 
prior  to  the  application  being  considered  by  the 
Committee. 

64.  (1)  A  Clerk  shall  not  be  authorised  to  transact 
business  until  he  has  been  admitted  to  the  House 
or  the  Settling  Room  for  Two  years,  with  a 
minimum  service  in  the  House  of  One  year. 

(2)  A  Member,  the  liability  of  whose  sureties  is 
unexpired,  must  obtain  their  consent  in  writing 
before  applying  for  the  admission  of  an  Authorised 
Clerk. 

(3)  A  list  of  Authorised  Clerks,  distinguishing  those 
who  are  also  Members,  and  the  names  of  their 
employers  shall  be  posted  in  The  Stock  Exchange. 

(4)  The  Authorised  Clerk  of  a  Dealer  shall  not 
transact  business  in  any  Market  other  than  that 
in  which  his  employer  deals, 

(5)  A  Member  authorising  a  Clerk  to  transact  busi- 
ness shall  not  be  held  answerable  for  money 
borrowed  by  the  Clerk,  without  security,  unless  he 
shall  have  given  special  authority  for  that  purpose. 

65.  An  Unauthorised  or  Settling  Eoom  Clerk,  not 
being  a  Member,  shall  wear  a  distinctive  Badge  in 
the  lapel  of  his  coat,  and  his  employer  shall  be 
responsible  for  the  Badge  being  worn  in  accord- 
ance with  the  Regulations  laid  down  in  Appendix 
30. 

66.  A  Clerk  shall  not  enter  the  House  or  the  Settling 
Room,  nor  shall  an  A\ithoiised  Clerk  do  a  bargain, 
until  his  employer  shall  have  received  from  the 
Secretary  notice  of  his  admi.ssion  or  authorisation. 
(Appendix  Forms  Nos.  24,  25,  26,  27  and  28). 

6  7.  A  Member  parting  with  a  Clerk  or  withdrawing 

his  authorisation.,  shall  give  notice  in  writing  to 
the  Secretary,  who  shall  fortliwith  communicate 
the  same  to  The  Stock  Exchange  in  the  usual 
manner. 


08.     (J)     Clerks  of  Defaulttrs  are  excluded  from  The  Stock  'lerkBof 

Defaulter!, 
hxcliaoge. 

(2)     Clerks  of  deceased  Members  may,  by  permission  Deceased 
•    ri<  »r       1  !•      1        y-i  Member!, 

of    I  WO   Members   of   the   Committee,  enter  the 

Uouse   for  the    purpose    of   adjusting    unsettled 

accounts. 
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69.  The  Stock  Exchange  does  not  recognise  in  its 
dealings  any  other  parties  than  it.s  own  Members  : 
every  bargain  therefore,  whether  for  account  of  the 
Member  effecting  it,  or  foi'  account  of  a  principal, 
must  be  fulfilled  according  to  the  Rules,  Regula- 
tions and  usages  of  The  Stock  Exchange. 

70.  An  application  which  has  for  its  object  to  annul 
anj'  bargain  in  The  Stock  Excliange  shall  not  be 
entertained  by  the  Committee,  except  upon  a 
specific  allegation  of  fraud  or  wilful  misrepresenta- 
tion or  upon  primA  facie  evidence  of  such  material 
mistake  in  the  bargain  as  in  their  judgment  renders 
the  case  one  which  is  fitting  for  their  adjudication. 

71.  All  disputes  between  Members,  not  affecting  tlie 
general  interests  of  The  Stock  Exehnngo,  shall  be 
refe'-red  to  the  arbitration  of  a  Member  or  Members 
of  The  Stock  Exchange:  and  the  Committee  will 
not  take  into  consideration  such  disputes,  unless 
arbitrators  cannot  be  found,  or  are  unable  to  come 
to  a  decision. 

72.  (1)     A  Member  shall  not  attempt  to  enforce  by  law 

against  another  Member  a  claim  arising  out  of 
Stock  Exchange  transaction  without  the  cor  sent 
of  the  Committee. 

(2)  The  Committee  have  power  to  intervene  in  cases 
where  the  principal  of  a  Member  shall  attempt  to 
enforce  by  law  a  claim  against  another  Member, 
which  is  not  in  accordance  with  the  Rules,  Regula- 
tions and  usages  of  The  Stock  Exchange,  and  will 
deal  with  such  cases  as  the  circumstances  may 
require. 

73.  If  a  Non-member  shall  make  any  complaint 
against  a  ^lember,  tlie  Committee  shall  in  tlie  first 
place  consider  whether  the  comjilaint  is  fitting  for 


their  ndjudication,  and  in  tlie  event  of  tlitir  decid- 
ing in  the  iitlirrnative,  the  Non-Menibor  siiall, 
previousl}'  to  the  case  being  heard  by  tho  Com- 
mittee, sign  tho  Form  of  Reference  No.  'M  in  the 
Appendix. 

74.  A  Member  of  The  Stock  Exchange  is  not  allowed  Aiivortising 

,  .         p        ,        .  ,       .  proUibited. 

to   advertise    tor   business    purposes    or    to   issue 

Circulars  or  business  communications  to  persons 

other  than  his  own  Principals. 

75.  A  Broker  issuing  a  oontrnct  note  shnll  use  such  Contract 

uote. 
a  form  as  will  provide  that  the  words  "  Member  of 

The  Stock  Exchange,  London,"  shall  immediately 

follow  the  signature. 

7  6.  A  Member  shall  not  transact  speculative  business  Spoculntivo 

,.  1  .     ,.  T       p  •  1  y-v,^    •    ,  l)U8iue88  tor 

directly    or    inoirectly    tor  or   with   an  Omcial   or  omijloyoes. 

Clerk  in  any  public  or  private  establishment,  with- 
out tho  knowledge  of  his  employer. 

7  7.  A  Member  shall  not  do  .1  piivate  bargain  with  an  Privnto 

deiilinK**  with 
individual  member  of  a  firm  in  The  Stock  Exchange,  imlividuaU 

such  liargain  being  wilfully  concealed  from  the  firm.  proUibitad. 

78.  A  Member  or  Authorised  Clerk  shall  not  do  a  DejiH^'KB  for 
bargain  with  a  Clerk,  whether  a  Member  or  not,  for  prohibited, 
account  of  such  Clerk. 

79.  A   Member    shall   not  transact   business    for   a  ^""'"i^^^ ^'^'^ 

defaulting 

principal  who,  to  his  knowledge,  is  in  default  to  priniipaU. 
another  Member,  unless  such  ])rincipal  shall  have 
made  a  satisfactory  arrangement  with  his  creditors. 

80.  No  Member  or  Authorised  Clerk  shall  carry  on  Double 

■'  Capncity. 

business    in    the  double    capacity    of    fJroker   and 

Dealer. 

81.  A    IJroker    shall    not   make    prices  or   otherwise  lirokers. 
carry  on  the  business  of  a  Dealer.     He  shall  not 
carry  on  Shunting  business  ;  nor  shnll  he  carry  on 
Arbitrage    business    except    as   authorised    under 

Rule  86. 

82.  (1)     A  Broker  shall  not  receive  l)rokerage  from  more  r.arKain 

.  '  between 

than  one  Principal  (>n  a  transaction  carried  through  Non- 
j-       ii      1    X  ,         T.   •      •       1  1         1  Mombera. 

airectiy  ijetween  two  1  rincipals,  and  each  contract 
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83. 


84. 


85. 


86. 


87. 


88. 


note   shall   state   that  the  bargain  has  been  done 
between  Noa-Members. 

(2)  A  Dealer  who  puts  business  through  for  a  Broker 
is  responsible  for  the  accuracy  of  the  price  at  which 
the  Bargains  ai-e  entered. 

(3)  A  Broker  may  not  put  business  througli  for 
another  Broker. 

A  Broker  shall  not  execute  an  order  with  a  Non- 
Member,  unless  thereby  he  can  deal  for  hia 
Principal  to  greater  advantage  than  with  a  Member. 
In  such  a  case  he  shall  not  receive  brokerage  from 
such  Non-Member,  and  each  contract  note  shall 
state  that  the  bargain  has  been  done  between 
Non-Members. 

A  Broker  shall  not  share  Commission  with  a 
Clerk  to  a  Dealer. 

A  Dealer  shall  not  deal  for  or  with  a  Non-Mem- 
ber. He  shall  not  carry  on  Shunting  business ; 
nor  shall  he  carry  on  Arbitrage  business  except  as 
authorised  under  Rule  86. 

Subject  to  annual  authorisation  by  the  Com- 
mittee a  Member,  whether  Broker  or  Dealer,  may 
cai'ry  on  Arbitrage  business  outside  the  United 
Kingdom  with  a  Nou-Member,  but  a  Broker  so 
authorised  shall  not  make  prices  or  otherwise  carry 
on  the  business  of  a  Dealer,  and  a  Dealer  so  author- 
ised shall  not  act  as  an  agent  by  executing  orders 
for  such  Non-Member.     (Appendix  Form  No.  32). 

A  Member  shall  not  deal  in  prospective  divi- 
dends. 

The    Stock    Exchange    will,    unless    otherwise 
ordered  by    the    Committee,    be    closed    on    the 
following  days,  viz. : — 
1st  January, 
Ist  May, 
1st  November, 
and  on  all  Bank  Holidays. 

When  the  1st  January,  1st  May,  or  1st  November 
falls  on  a  Sunday,  the  House  will  be  closed  on  the 
day  following. 


RULKS. 


BARGAINS  AND  THE  SETTLKMEXT 
OF  ACCOUNTS. 
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89.  'I'lie  Conimittef'  sluill  at    their   (irst   mfc-tint,'   iu  Account- 
each  month  Hx  the  Accomit-di}^  for  the  Second 
succeeding  niontli. 

The  Consols  Settlement  shall   he  Monthly    and  ConsoU. 
shall  consist  of 

The  Contango-day, 

The  Makintf-up  Day, 

The  Account-day. 
Tlie   Ordinar}'  Settlement  shall  he    Portni<i;htly  Ordicary. 
and  shall  consist  of 

The  Mining  Contango-day, 

The  General  Contango-day, 

The  Ticket-day, 

The  Account-day. 
Should  the  Account  he  ao  fixed  that  the  Mining 
Contango-day  would  in  the  ordinary  course  fall  on 
a  Saturday,  the  Mining  Contango-day  sliall  he  the 
preceding  business  day. 

90.  In  case  the  payment  of  an  instalment  on  Scrip  instHiment 
falls  on  an   Account-day,  the  settlement  of   such  *"*  ^'^"^' 
Scrip    shall   take   place    the    day    previous  to  the 
payment. 

91.  H)     When  no  time  is  specified,  Bargains  are  for  the  HargHins 

.      «  i     1      ^    ^t  in.  ,^  wUeu  no  time 

current  Account,  but  those  made  after  a  Quarter  spt-citteu. 
before  One  on  the  Consols  Contango-day,  or  after 
Twelve  o'clock  on  the  Mining  or  General  Contango- 
days respectively  are  for  the  ensuing  Account. 

(2)     When    no    time    is    specified,  Bargains    in    New  New- 
Securities,    for   which   a    Special    Settlement   has  ^^*="*'"'*'*"- 
not  been  a|)pointed,  are  for  the  Special  Settlement. 

92.  An  offer  to  buy  or  sell   an   amount   of    Stock,  Offers  to  buy 

ureell. 
Bonds  or  Shares  at  a  price  named,  is  binding  as  to 
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any  part  thereof  that  may  be  a  marketable 
quantity  :  and  an  offei-  to  buy  or  sell  Stock,  Eouds 
or  Shares  when  no  amount  is  named,  is  binding  to 
the  amount  of : — 

£1,000   Stock   or    Bonds  or   the    equivalent    in 
Foreign  Currendy 

100  Shares  of  a  market  value  of  less  than  £  1 
50        „  „  „  „        „   £  1  to  £  15 

10        „  ,,  „  „         „    over  £  15 

100  American  Dollar  Shares. 

93.  On  the  Account-day,  and  on  the  day  following, 
the  delivery  of  Securities  shall  commence  at  Ten 
o'clock. 

94.  (1)     Cheques  must  be  crossed  and  drawa  to  Bearer, 

Avith  the  exception  of  cheques  for  Dividends  -whicii 
may  be  drawn  to  order. 

(2)  Cheques  must  be  passed  through  the  Clearing 
House,  unless  the  Drawer  con.sent  to  their  being 
othei'wise  presented. 

(•3j  If  a  Member  require  Bank  Notes  in  payment 
for  Securities  sold,  without  having  made  such 
stipulation  at  the  time  of  making  the  bargain,  he 
must  give  notice  to  his  Buyer  to  that  effect  before 
Half-pnst  Eleven  o'clock  on  the  day  of  deliver}', 
and  payment  shall  be  made  upon  delivery  of  the 
Securities,  or  the  Stock  receipt. 

(4)  A  Member  cannot  demand  Bank  Notes  in 
payment  of  Differences. 

95.  A  Member  shall  not  be  obliged  to  take  a 
reference  for  payment  to  a  Non-Member ;  nor 
shall  he  be  obliged  to  pay  a  Non-Member  for 
Securities  bought  in  The  Stock  Exchange. 

96.  A  Seller  has  the  right  to  demand  payjnent  for 
Securities  from  the  Member  who  passed  him  the 
Ticket ;  and  in  case  the  Seller  apply  to  the  issuer 
of  the  Ticket,  and  fail  to  obtain  payment,  or  receive 
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a  cheque  which  is  dislionoiircd,  the  Member  from 
whom  he  received  the  Ticket  shall  make  immediate 
pay  me  tit. 

97,  A    leiulir  is    not    entitled    to    iiliicc    hcyond    hi.s  Security 

for  Lonns. 
control  Securities  received  as  security  for  a  FiOan  ; 

and      uiiiy,    after    rea.'^oniiltlo    notice,     and    upon 

payment  of  the  principal  together    with    interest 

up   to  the  time  for  which  the  Loan  was    originally 

made,  be  required  to  return  the  identical  Bonds 

or   to  re-transfer  the  Securities  given  as    security 

for  such  Loan.     This  lia1)iIiLy  does  not  apply   to 

a  Member    who    has    takcu    in    Securities    upon 

continuation. 

98.  Continuations    are   Bargains    and   not    Loans :  Continua- 

.  tiODS. 

thoy  must  be  effected  at  the  Making-up  price,  or 
at  the  then  existing  Market  Price. 

99.  (1)     Tlie  Cleik  of  the  House  shall  fix  the  JMaking-up  MftkiuK-np 

PriceB. 

Prices  of  all  Securities,  by  taking  the  actual 
Market  Price  at  Half- past  Eleven  o'clock  on  each 
of  the  Two  days  preceding  the  Account-day  and  in 
the  case  of  Securities  dealt  in  in  the  Mining 
Markets  on  the  Mining  Contango-day  also. 

(2)     No  Makii!g-up  sh;ill  be  binding  unless  at  such  Binding. 
6xed  price. 

(:'))     In  case  of  dispute  as  to  the  Makiug-up  Price,  Pispute. 
or  of  any  omission  in  fixing  the  v«ame,  the  Clerk  of 
the  House  shall  act  upon  the  decision  of  Two  Mem- 
bers of  the  Committee. 

(4)     The  Makiug-up  Prices  so  fixed  shall  be  published  List, 
in  the  Stock  Exchange  OflRcial  List  of  Makiug-up 
Prices  under  the  authority  of  the  Committee  and 
sabjeot  to  the  Regulations  contained  in  Appendix 
33. 

100.  (1)     The  time  for  the   declaratii^n    of   Options  is   a  Declaration 

'  '^  of  Options. 

Quarter  before  Three,  or  on  Saturday  a  Quarter 

before  One,   on  the  day  before  the   Contango-day 

for  the  Securities  in  quesfeion. 
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(2)  If  the  day  for  the  Declaration  of  Options  should 
be  one  on  which  The  Stock  Exchange  is  closed, 
they  shall  be  declared  on  the  preceding  business 
day. 

(3)  In  the  case  of  Options  done  for  and  declared  on 
the  Contango-day  the  bargains,  both  for  the  firm 
stock  and  the  Option  stock,  shall  be  for  settlement 
on  the  Settling-day  of  the  following  Account. 

101.  (1)  Govei-nment  and  Corporation  Inscribed  or 
Registered  Securities  shall  be  quoted  ex-dividend 
on  the  day  after  that  on  which  the  Books  close  for 
the  payment  of  the  dividend. 

(2)  Securities  deliverable  by  Deed  of  Transfer, 
except  Securities  dealt  in  in  the  Mining  Markets 
and  Registered  Debentures,  shall  be  quoted  ex- 
dividend  on  the  Account-daj'  following  the  date 
of  the  closing  of  the  Books  for  the  payment  of  the 
dividend,  or  on  the  Account-day  following  the  date 
on  which  the  dividend  may  have  been  declared, 
provided  the  dividend  be  made  payable  to  the 
holders  then  registered. 

(3)  Securities  dealt  in  in  the  Mining  Markets  shall 
be  quoted  ex-dividond  on  the  Account-day  follow- 
ing the  payment  of  the  dividend. 

(4)  Securities  to  Bearer  and  Registered  Debentures 
shall  be  quoted  ex-dividend  on  the  day  when  the 
dividend  is  payable,  but  Securities  to  Rearer  with 
Coupons  payable  only  abroad  may  be  quoted  ex- 
dividend  on  the  Account-day  which  shall  allow  the 
necessary  lime  for  the  transmission  of  the  Coupon 
for  collection. 

(5)  American  Shares  shall  be  quoted  ex-dividend  on 
the  Account-day  preceding  the  closing  of  the  Books 
for  the  payment  of  the  dividend  if  not  more  than 
Six  days  intervene,  otherwise  on  the  Account-day 
following  the  closing  of  the  Books. 

10  2.  In  the  settlement  of  all  bargains,  dividends  are 

to  be  accounted  for  at  the  net  amount  receivable 
after  deduction  of  Income  Tax. 
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The  Biiver  of  SccnritirB  fur  Spccinl  Scltlenu-nt  Special 

Srf.tlement: 
is  entitled  to  all  dividends  and  Option   Rights  to  l)iviflen<lH,  *c. 

allottees  accruing  thereon  up  to  the  date  fixed  for 

the  Settlement. 

104.  (1)     Bargains   must   he   settled   in   .Sccnritios   which  f)*""^". 

have  not  been  drawn. 

("2)  In  case  of  the  erroneous  deliver}  of  any  Drawn  2'';,*'[''' 
Securities,  the  Buyer,  on  receipt  of  Undrawn 
Securities,  and  on  allowance  being  made  for  any 
drawing  or  dividend  of  which  he  may  have  lost  the 
benefit,  shall  deliver  such  Securities  back  to  the 
person  who  held  them  at  the  time  of  the  drawing, 
or  shall  pay  to  him  any  proceeds  received  from 
such  drawing,  provided  the  said  Securities  or  the 
proceeds  tliereof  i)e  traced  to,  and  remain  in  the 
possession  and  under  the  control  of  such  Buyer, 
all  intermediate  Members  being  released  from 
-liabilit}'. 

(3)     No  claim  by  tho  Seller  in  respect  of  the  crro-  Seller's 
neous  delivery  of  Drawn  Securities  will  be  enter- 
tained by  the  Committee  unless  made  within  Nine 
calendar  months. 

105.  (1)     The  Buyer  is  entitled  to   nev/  Securities  issued  Rights. 

in  right  of  old,  provided  that  he  specially  claim  the 
same  in  writing  from  the  Seller  not  later  than  Four 
o'clock,  or  One  o'clock  on  Saturday,  on  the  day 
preceding  the  latest  day  tixed  for  the  receipt  of 
applications  in  London. 

(2)  Notwithstanding  the  provisions    of    tlie   above  Regponsibility. 
Clause,  the  Seller  if  be  be  in  possession  of  the  new 
Securities  shall  be  responsible  to  the  Buyer  for  the 

same,  although  claimed  by  him  later  than  Four 
o'clock  on  the  above-named  day  and  should  he  not 
be  in  possession  of  the  new  Securitie.s  he  is  bound 
to  render  every  assistance  to  the  Buyer  in  tracing 
the  same. 

(3)  When   practicable,  claims  are  to  be  settled  by  Letters  of 
Letters  of  Renunciation.     A  Member  shall  not  be  tion. 
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106. 


required  to  accept  Letters  of  Renunciation  after 
Half-past  Two,  or  Twelve  o'clock  on  Saturday,  on 
the  latest  day  fixed  for  the  receipt  of  applications 
in  London. 

(4)  Where  Letters  of  Renunciation  are  not  issued, 
all  payments  as  and  when  required  by  the  Company 
are  to  be  advanced  to  the  Seller  by  the  Buyer,  who 
may  demand  a  receipt  for  the  same,  such  payments 
being  for  Securities  to  be  delivered  at  the  Special 
Settlement. 

(5)  If  the  new  Securities  cannot  be  obtained  by 
Letters  of  Renunciation,  the  Secretary  of  the  Share 
and  Loan  Department,  subject  to  tlie  approval  of 
the  Chairman  or  Deputy  Chairman  or  Two  Mem- 
bers of  the  Committee,  shall  fix  a  price  at  which 
the  new  Securities  may  be  temporarily  settled, 
which  may  be  deducted  by  the  Buyer  from  the 
purchase  money  of  the  old  Securities  until  the 
Special  Settlement. 

(1)  When  Securities  on  which  Options  are  open 
are  quoted  "  Ex  Rights  "  an  official  price  will  on 
application  to  the  Secretary  of  the  Share  and 
Loan  Department  be  fixed  for  the  Rights. 

(2)  All  Rights  in  respect  of  Options  shall  be  settled 
by  the  allowance  of  such  valuation  in  the  Option 
price,  unless  the  Member  who  has  given  for  the 
call  or  taken  for  the  put  shall  give  notice  in  writ- 
ing on  or  before  the  day  the  Securities  are  quoted 
"  Ex  Rights  "  that  he  will  claim  the  new  Securities 
and  accept  delivery  if  the  Option  is  exercised. 
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GOVERNMENT  AND  CORPORATION 
INSCRIBED  OK  REGISTERED  STOCKS,  tic. 


107.  (1)     Iftl.e    Seller  (.f  ItiscnlKHl   Stock  for  Cash  shall  ;^^«J'j;\*^«j^^^ 

not  receive  From  the  Buyer  a  Ticket  by  Ten 
minutes  belore  One  o'clock,  he  may  demand  such 
transfer  fee  as  he  may  have  paid  for  the  actaal 
transfer  of  the  Stock. 

(•2)     On  the  Consols  Account  Day,  if  the  Ticket  is  not  Tickets  for 
received  by   a   Quarter  before   One   o'clock,    the  Account. 
Seller  may  claim  fnm  the  Buyer   Two  Shillings 
and    Sixjicuce   for    every    £1,0C0  Stock.    Tickets 
passed   on  must  be  for  £1,000  Stock  or  multiples 
of  £1,000. 

108.  The  Buyer  of  Inscribed  Stocks  for  the  Ordinary  Tickets  for 

.  .  ,  Ordinary 

Account  must  issue  Tickets  before  Two  o'clock  on  Account, 
the  Ticket -day. 

109.  (1)     Stock  receipts  must  be  delivered  by   Half-past  Times  for 

_,  .  ,      1  TT   11.  rl^      1  A  1  delivery. 

Three  o  clock,  or  Half-past  I  welve  on  Saturdays. 

(•2)     If  a  deliverer  elect  under  Rule  96  to  deliver  a  Stock  receipts 

under  Rule  96. 
Stock   receipt  to  the  Memiier   with  whom  he  has 

dealt,  such  Member  not  being  the  issuer  of  the 
Ticket,  he  shall  deliver  such  receipt  by  a  Quarter- 
past  Three  o'clock,  or  a  Quarter-past  Twelve  on 
Saturday. 

(3)     English  and  India  Government  and  Corporation  liounr. 
Securities    to    Bearer     must   be   delivered  before 
Three  o'clock,  or  before  Twelve  o'clock  on  Saturday. 

110.  The   Buyer  of  Bank  Stock  nr.ay  require,  at  the  jj^^,.  3^^^,^ 
Seller's  expense,  as  many  transfers  as   there  are 

even  thousand  pounds  Stock  in  the  sum  dealt  in. 

111.  Bargains     in    Exchequer   Bonds   and    in    Stock  Exchequer 
Certificates  are  for  Bonds  and  Stock  Certificates 

not  filled  up  to  order. 
S.E.  20 
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113. 


Procedure  on         114. 
Ticket-days.  *-^    * 


Settlemeut 

DepArlment 

Securities. 


(1)  The  Seller  of  Securities  is  responsible  for  the 
genuineness  and  regularity  of  all  documents  de- 
livered. 

(2)  When  an  official  Certificate  of  registration  of 
such  Securities  has  been  issued,  the  ^  ommittee 
will  not,  unless  bad  faith  is  alleged  against  the 
Seller,  take  cognizance  of  any  subsequent  dispute 
as  to  title,  until  the  legal  issue  has  been  decided, 
the  reasonable  expenses  of  which  legal  proceedings 
shall  be  borne  by  the  Seller. 

(3)  The  Seller  is  responsible  for  such  dividends  as 
may  be  received  unless  an  unreasonable  time  has 
been  taken  by  the  transferee  to  execute  and  lodge 
the  documents  for  registration. 

The  Committee  will  not,  except  under  special 
circumstances,  interfere  in  any  question  arising 
from  the  delivery  of  Securities  by  transfer  in 
blank. 

(1)  The  Buyer,  who  takes  up  Securities  deliverable 
by  deed  of  transfer,  shall  before  Twelve  o'clock  on 
the  Ticket-day,  or  in  the  case  of  Securities  dealt  in 
iu  the  Mining  Markets  before  Two  o'clock  on  the 
preceding  day,  issue  a  Ticket,  with  his  name  as  pay- 
er of  the  pmvhase-money,  which  Ticket  shall  con- 
tain the  amount  and  denomination  of  the  Security 
to  be  transferred ;  the  name,  address  and  descrip- 
tion of  the  transferee  iu  full ;  the  price,  the  date 
and  the  name  of  the  Member  to  whom  the  Ticket 
is  issued.  Each  intermediate  Seller,  in  succession, 
to  whom  such  Ticket  shall  be  passed,  shall  endorse 
thereon  the  name  of  his  Seller. 

(2)  All  Tickets  representing  Securities  which,  at 
the    time,    are    subject    to   arrangement   by    the 
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iSetllemeiit  Departnu-iit,  and  all  'I'iukt'ts  loprO' 
seiitiiii^  Seciirilios  dvtiU  in  in  the  Mining  Markets 
which  are  included  in  The  Stock  Exchange  Official 
List  of  Making-np  Prices  shall  he  |)aased  through 
the  accounts  at  the  Making-up  Price  of  the 
Contango-day,  and  the  Securities  paid  for  at  that 
price;  but  the  consideration  money  in  the  deed 
must  be  at  the  price  on  the  Ticket. 

(3)     The    passing    of    Tickets    shall    commence  at  ras/sinR  of 

m  111  Tickets  : 

Ten  o  clock.  -l-i^^e. 

(t)     Tickets  may  l)e  left  at  the  office  of  tlio  Seller  up  At  oiiic* 
to  Twelve  o'clock  on  Ticket-days,  and  for  Securities 
dealt  in  in  the  iNIining  ^Markets  up  to  Two   o'clock 
on  the  General  Oontango-day.     After  these  hours 
all  Tickets    must  be  passed   in  the  Settling  Room. 

(ii)     Tickets  may  be  i)laced  in  the  Boxes  in  the  Set- in  boxes, 
tling  E<:om  np  to  Eleveno'clock  on  the  Account-day, 

(6)  Tickets    may  be  issued  and  passed  on  the  d>iy  r>a,v  of  iHsue. 
before    the   Ticket-day,   but    the    buying-in    upon  '-"^'''k-'"- 
Tickets    so  issued    shall  not   be  allowed    until  the 
Eleventh  Day  after  the  Ticket-daj-. 

(7)  A   Member  receiving  a  Ticket   from    the  issuer  EndorBument 
after   Twelve  o'clock   on     the   Ticket-day,  or  for  oriS'. 
Securities   dealt   in  in  the  Mining  Markets  after 

Two  o'clock  on  the  General  Contango-day,  shall 
note  the  fact  on  the  back  of  the  Ticket;  and  a 
Member  receiving  a  Ticket  after  Three  o'clock  Subserinent. 
on  the  Ticket-day,  or  for  Securities  dealt  in  in 
the  Mining  Markets  after  Six  o'clock  on  the 
General  Contango-day,  or  at  any  time  on  any 
subsequent  day,  shall  mark  the  date  and  exact 
time  at  which  such  Ticket  is  received. 

(8)  It     is     also     required     that    the    holder    of    a  Ticket-Day. 
Ticket  at 

One  o'clock. 
Half-past  One, 
Two  o'clock  and 

Half-past   Two   on  tlie    Tickct-d:iy,    or 
for  Securities   dealt   in   in   the   Mining    Markets 
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at  Two  o'clock  and  ab  every  lialf-hour  up  to  Half- 
past  Five  on  the  General  Contango-day,  shall 
endorse  such  times  on  the  back  of  the  Ticket. 
(9)  Members  omitting  to  note  the  times  thus  fixed 
may  become  liable  for  losses  occasioned  by  Selling 
out  in  case  undue  delay  is  proved  under  the 
provisions  of  Eule  145. 
115.  (1)  A  Member  splitting  a  Ticket  shall  retain  the 
original  Ticket,  and,  should  he  fail  to  do  so,  he 
will  be  required  to  trace  it  in  case  of  Selling 
out. 

(2)  Split  Tickets  must  bear  the  name  of  the  issuer 
of  the  original  Ticket  and  must  state  by  whom 
the  Ticket  is  split. 

(3)  A  Member  splitting  a  Ticket  .shall  pay  any 
increased  expense  caused  by  such  splitting. 

(4)  A  claim  for  los.s  on  a  Split  Ticket  shall  not 
be  valid  unless  made  by  the  original  Claimant 
within  Three  Months  after  the  date  of  the  Ticket, 
but  the  member  splitting  the  Ticket  shall  be 
liable  to  intermediate  Claimants  for  a  period  of 
Fou''  Months. 

[j)  The  liability  of  Members  to  the  Settlement 
Department  for  losses  on  Split  Tickets  collected 
by  the  Department  shall  extend  for  a  period  of 
Six  months  from  the  date  of  the  Ticket. 


Antedated 
or  undated 
Tickets. 


Alteration  Or 
detention  of 
Tickets. 


116.  A  Member  not  refusing  an  Antedated  Ticket, 
when  tendered  as  such,  takes  it  wath  all  its 
liabilities ;  but  if  it  be  passed  as  an  ordinary 
Ticket,  the  liabilities  remain  with  the  Member 
putting  such  Ticket  again  into  circulation.  A 
Member  holding  an  undated  Ticket  shall  not  be 
liable  for  any  loss  arising  from  the  Securities 
having  been  bought  in,  unless  such  Ticket  has 
been  Seven  days  in  his  possession. 

117.  A  Member  who  makes  an  alteration  in,  or 
improperly  detains  a  Ticket,  shall  make  good  any 
loss  that  may  occur  thereby. 
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118.  (1)     The    deliverer  sliivU  cauHC  the  Secaritios  to  be  Price  on 

Ticket, 
transferred  at  the  price  marked  upon  th«'  1  icket. 

(2)     A    Member   sliall    not   be   compelled   to  take  a  Power  of 

\  reftiBal. 

Tifki't   at    0,   price    not    current    in    the    ^larket 

during  the  Account,  unless  the  bargain  represented 

bv  sucli  Ticket  shall  have  been  raaile  within  the 

Two  preceding  Accounts. 

119.  The    deliverer    may,    previous    to  delivery,   pay  Pending^ 
any  call  made  on    registered    Securities,   although 

not  due,  and  claim  the  amount  of  the  issuer  of 
the  Ticket. 

120.  (1)     The    Buyer    of    Securities    shall    pay    the    m?  stamps. 

valorem  stamp  duty  and  also  the  transfer  regis- 
tration fee  in  cases  where  it  has  been  paid  in 
advance  by  the  Seller. 

(2)     In  tlie  case  of  a  Loan,    the    borrower    sliall    pay  Loan, 
the    nominal    consideration    stamp,    the   registra- 
tion fee  and  the  mortgage  stamp. 

121.  (1)     'i'he    Buyer  of  Securities    may    refuse  to  pay  for  CertiOcntea 

a  transfer  deed  nnuccompanied  by  the  Certihcate'  ccrtiiication 
unless  it  be  oflScially  certified  thereon  that  the 
Certificate  is  at  the  office  of  the  comjiany.  But  if 
the  transfer  deed  be  perfect  in  all  other  respects, 
the  Securities  must  not  be  bought  in  until 
reasonable  time  has  been  allowed  to  the  Seller  to 
obtain  the  certification  required. 

(2)     If   the    Seller    have   a    larger     Certificate   than  f^^^re  and 

^    '  "  Loan 

the    amount    of    Stock    conveyed,    or     only    one  Department. 

Certificate  representing  Stock  conveyed  by 
two  or  more  transfer  deeds,  the  Certificate 
may  be  deposited  with  the  Secretary  of  the 
Share  and  Loan  Department  of  The  Stock  Ex- 
change, who  shall  forward  it  to  the  office  of  the 
company,  and  certify  to  that  effect  on  the  transfer 
deeds,  which  shall  then  be  a  valid  delivery.  No 
person  is  to  look  to  the  Manag'^rs  or  Couimittee  of 
The  Stock  Exchange,  us  being  liable  for  the  due  on 
accurate  performance  of  those  dntie.«,  the  Managers 
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and  Committee  holding  themselves,  and  being  held 
entii-ely  irresponsible  in  respect  of  the  executiou,  or 
of  any  rais-execution,  or  non-execution,  of  the 
duties  in  question. 

122.  On  the  morning  of  the  Account-day  all  unsettled 
bargains  shall  be  brought  down  and  temporarily 
adjusted  at  the  Making-up  price  of  the  Ticket-day, 
bat  bargains  in  Securities  subject  to  arrangement 
by  the  Settlement  Department  and  in  those  Securi- 
ties dealt  in  in  the  Mining  Markets  which  are 
inclutied  in  the  "  Stock  Exchange  OfRcial  List  of 
Making-up  Prices "  shall  be  brought  down  and 
temporarily  adjusted  at  the  Making-up  price  of  the 
Contango-day  for  the  Securi'ies  in  question. 

123.  (1)     A  Member   shall   not   be    required    to   pay    for 

Securities  presented  after  Half-past  Two  o'clock,  or 
after  Twelve  o'clock  on  Saturday. 

(2)  M  a  deliverer  elect  to  settle  with  his  immediate 
Buyer,  under  the  provisions  of  Rule  96,  he  shall 
deliver   his    Securities    befoi'e    Half-past    Twelve 

o'clock,  or  Eleven  o'clock  on  Saturday,  but  Inter- 
mediaries on  the  trace  are  bound  to  pay  their 
Sellers  up  to  Two  o'clock,  or  Half-past  Eleven  on 

Saturday. 

124.  The  Buyer  is  entitled  to  deduct  the  dividend 
when  paying  for  Securities  on  which  the  dividend 
aas  been  declared  and  in  respect  of  which  the 
Transfer  Books  are  closed  at  the  date  of  delivery. 
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125.  (1)     The  Seller  is  r(.'Si)oiisible  lor  the  eeuuiiieiiess  of  Genuineuess 
^    '  '  °  of  Securjliea. 

tlie  Seciiritifs  deliveied,  and  in  case  of  his  death, 

fiiilure  or  retirement  fi-oni  The  Slock  Exchange, 
such  respoubibdity  shall  attach  to  each  Member  iu 
succession,  through  whose  hands  the  Securities, 
or  the  Ticket  representing  such  Securities,  shall 
have  passed. 

(2)     'J'he  deliverer  of  Securities  on  Tickets  is  required  Apportion. 

ment  to 
to  apportion  such  Securities  to  each  Ticket  at  the  Tickets. 

time  of  delivery,  and  the  taker  of  Securities,  in 
order  to  secure  his  right  under  this  Rule,  shall 
keep  such  Tickets  and  the  numbers  of  the  Securi- 
ties to  which  they  were  respectively  apportioned, 
or,  in  the  case  of  Settlement  Department  Tickets, 
the  numbers  of  such  Tickets. 

126.  (1)     A  Bond  or  Ccrtilicate  is  to  be  considered  perfect,  Damnged 

unless  it  be  much  torn  or  damaged,  or  a  material  "°  "'  "''* 
part  of  the  wording  be  obliterated.  The  Committee 
will  not  take  cognizance  of  any  complaint  in  respect 
of  a  Bond  or  Ccrtilicate  alleged  to  have  been  deli- 
vered in  a  damaged  condition,  or  deticient  in  or 
with  irregular  Coupons,  should  such  Bond  or  Certi- 
ficate be  detained  by  the  Buyer  more  than  Eight 
days  after  the  delivery,  unless  it  can  be  proved  that 
the  Member  passing  it  was  aware  of  its  being 
imperfect. 

(-)  The  Committee  will  not  take  cognizance  of  any  American 
complaint  in  respect  of  the  irregularity  in  the  Cermicftt«8. 
endorsement  of  an  American  Share  CertiHcate 
should  such  certificate  be  detained  by  the  Buyer 
more  than  Three  months  after  deliver}-,  unless  it 
can  be  proved  that  the  Member  passing  it  was 
aware  of  the  irregularity. 
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127.  (1)     A  Mei.nber  shall  not  I)e  required  to  accejjt  the 

delivery  of  a  Certificate  of  American   Shares  re- 
presenting a  larger  number  than  : — 

50  Shares  up  to  and  including  §25  each, 

•20      „      $  50  each, 

10      ,,       any  other  denomination, 
nor  an  American  Bond  of  a  larger   amount   than 
11,000. 

(2)  Smaller  Certificates  or  Bonds  must  be  of  such 
denomination  as  to  be  deliverable  in  tlie  above 
amounts. 

128.  (1)     On  the  Ticket-day  betwce>i  Ten  and  One  o'clock 

Tickets  shall  l)e  passed  at  the  Making-up  price  of 
the  Contango-day. 

(2)  Tickets  shall  not  be  issued  later  tlian  Half-past 
'I'vvelve  on  the  Ticket-day. 

(;:!)  Tickets  must  bear  distinctive  numbers  and  be 
f(ir  the  following  amonnts,  viz.  : — 

£1.000     Stock,   or    multiples     of   £1,000,  np  to 
£5,000  or  the  equivalent  in  Foi-f-ign  Currency. 
10  Shares,  or  multiples  thereof,  up  to  100. 
Tickets  for  £500  Stock  may  l)e  passed  for  bar- 
gains or  balances  of  that  amount. 

Smaller     amounts    must     be     settled     without 
TicKecs. 

(4;  Tickets  shall  not  be  split,  except  in  the  Settle- 
ment Department. 

(5)  A  Member  is  required  to  endorse  on  the  Ticket 
the  name  of  the  Member  to  whom  it  is  passed. 

(6)  Sellers  shall  accei)t  Tickets,  but  if  a  deliverer 
elect  to  settle  with  his  immediate  Buyer,  under 
the  provisions  of  Rule  96,  he  shall  deliver  his 
Securities  before  Half-past  Twelve  o'clock,  or 
Eleven  o'clock  on  Saturday.  Intermediaries  on 
the  trace  are  bound  to  pay  their  Sellers  up  to  Two 
o'clock,  or  Half-i  ast  Eleven  on  Saturday. 


(7)     'I'lie    liolder  of   a  Ticket,    wlif)    shall    allow    Two '^"••^a''':  "f 

'  Iiitc-rmoilitiry. 

clear     days    to     elapse     witlioiit    delivering     the 

Sociiritios,    releases  his    Buyer   from   any  loss  in 

eoiiscqiience  of  the  declaration  of  any  .Member   as 

a  Defaulter. 

129.  Hareains   in  li  ^nds  and   Debentures  include  the  ^c^'^^*^ 

.  intereBt. 

accrued  interest  in  the  price,  excei)t  in  the  case  of 

British    and    Colonial    Treasury    and    Exchequer 

Bonds   or    Bills,    Itupee   Paper,    Indian    Kaihvay 

Debentures,    and    certain      Securities    of    a   like 

character   which  are  dealt   in  so  that  the   accrued 

interest    up  to  the  day  for  which   the    Baigain   is 

done  is  paid  by  the  Buyer. 

130.  (1)     Securities  are  not  deliverable   on  the  Account-  Coupons. 

day  without  the  current  Coupon. 
(2)     'I'hose  marked   ex-Coupon  on    the    Account- day  Kx-Coupon 
shall    be    delivered    without    the  Coupon,    except  "[ay. 
such  Securities  with  Co>ipons  payable  only  abroad 
as  are  quoted  ex-dividend  before  tlie  due  date  of 
the    Couf)on    under    Rule    101,    which    shall    be 
delivered  ex-Coupon  at  the  succeeding  account. 

{'.i)     When  the  dividend  is  payable  after  the  Account-  After 

day,  outstanding  bargains  shall  be  settled  with  *^°'*°*'"^" 
the  current  Coupon,  otherwise  the  Buyer  siiall 
have  the  right  to  demand  the  market  value  of  the 
Coupon  unless  he  shall  have  waived  his  right  to 
this  privilege  by  neglecting  to  attempt  to  i)uy-in 
the  Bonds. 

(4)  In  the  case  of  dividends  payable  only  abroad,  Valuation. 
tiie  Secretary'  to  the  Share  and  Loan  Department 
shall  fix  a  price  for  the  Coupons  in  sterling 
money,  which  shall  be  posted  in  The  Stock 
Exchange,  and  tiie  dividend  shall  be  accounted  for 
at  such  price. 

131.  Eleven   clear   days   between    delivery    and    the  American 

Cortiticatas. 
closing   of  the    Books   of  the    Company    shall    be 

allowed  by    the    Seller  to  the  Buyer  of  Shares   of 

American  Companies,  in    order  to  afford  time    for  ij,ue  for 

transmission  of  the  Certificates  to  New  York   and  """"""'"''^"• 

Philadelphia. 
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133. 


On  the  Account-day,  all  unsettled  bargains 
shall  bs  brought  down  and  temporarily  adjusted, 
at  the  Making-up  price  of  the  Ticket-day. 

(1)  A  Member  shall  not  be  required  to  pay  for 
Securities  presented  after  Half-past  Two  o'clock 
or  after  Twelve  o'clock  on  Saturday.  On  the 
Account-day  the  holder  of  a  Ticket  must  deliver 
before  Two  o'clock, 

(2)  The  Buyer  shall  pay  for  such  portion  of 
Securities  as  may  be  delivered  within  the  pre- 
scribed time. 


tiui.KP.  815 


liUYING-IN  AND  SKLLING-OUT. 


134.  nuyiiig-iii     or    .Sellin<^-()iit    must    be     effected  OiUcial 
publicly    by  the    officials   of    the    Buyiiig-iu  ami 
Selling-out    Department   appointed    by  the    Com- 
mittee   for  General  Purposes,  wlio  shall  triicc   the 
traiisiiction    to  the  respotisible  Member  and    chiim 

the  difference  thereon. 

135.  The    Conmiitlee  may  suspend  the  Buying-in    of  Suspenwon 
Securities,    when  circumstances    apf)car   to   them 

to  make  such  suspension  desirable  in  the  general 
interest.  The  liability  of  intermediaries  shall 
continue  during  such  suspension,  unless  other- 
wise determined  by  the  Committee. 

136.  Securities    shall  not    be   bouglit-in    while   they  when 
arc    known  to  be  out  of    the  control    of  the    Seller  may  uot  be 
for  tlie  payment  of  calls,  oi-  tlic  receipt  of  interest,    "^'^  '*'"' 
dividends  or  bonus. 

137.  Inscribed    Stock,    not   subject  to  an  ad  valorem  Bnyinn-iu 
Stamp  Duty,  bought    for  a  specified   day  and  not  stock. " 
then   delivered,  may  be   bought-in  without    notice 

on  the  following  day  at  Eleven  o'clock,  and  the 
Member  causing  the  default  shall  pay  any  loss 
incurred. 

138.  (1)     If  Securities  deliverable   l)y    Deed   of  Transfer  n„ying.in 

or  Insciibed  Stock  subject  to  an  ad  raloretn  Stamp  smlrfues'. 
Duty  are   not    delivered   within    Ten   Days,    the 
issuer  of  the  Ticket  may  buy-in  the  same  against 
the  Seller  on    the  Eleventh  day    after  the   Ticket- 
day,  or  on  any  subsequent  day. 

(2)     In   the  case  of  Compatdes  which  prepare  their  companies 
own  transfers,    securities    may    be   bought-in   on  til^'r^ow^ 
the  Eleventh  day  after  the  earliest  date  f-n  which  a  ''"'"nsferg. 
transfer   can    be   procured,  or  on  any  subsequent 
day. 


316 


RUtiEg. 


Notice. 


Time. 


Name. 


Liability. 


Further 
Buying-in. 


Release  of 

Inter- 

medittries. 


Companies 
preparing 
their  own 
Trftnefere. 


Liability. 


139. 


(3)  One  liour's  public  tiotice  of  such  Buying-in  must 
be  posted  ill  The  Stock  Exchange;  the  notices  to 
be  posted  not  later  than  Half-past  Twelve  o'clock, 
or  Half-past  Eleven  o'clock  on  Saturday. 

(4)  Buying-in  shall  take  place  between  Half-past 
One  and  Three  o'clock,  and  on  Saturday  between  a 
Quarter-past  Twelve  and  One  o'clock. 

(5)  The  name  into  which  the  Securities  are  to  be 
transferred  must  be  stated  in  the  order  to  buy-in 
if  required  by  the  Manager  of  the  Buying-in  and 
Selling-out  Department. 

(6)  The  loss  occasioned  b}'  such  Buying-in  shall  be 
borne  by  the  ultimate  Seller,  unless  he  can  prove 
that  there  has  been  undue  delay  in  the  passing  of 
the  Ticket  on  the  part  of  any  Member,  Avho  shall 
in  that  case  be  liable, 

(7)  Securities  bought-in  and  not  delivered  by  One 
o'clock  on  the  following  day,  or  by  Twelve  o'clock 
on  Saturday,  may  he  ayain  bought-in  for  im- 
mediate delivery  without  further  notice,  and  any 
loss  shall  be  paid  by  the  Member  causing  such 
further  Buying-in. 

(1)  The  issuer  of  a  Ticket  who  shall  allow  Thirteen 
clear  days  from  the  Ticket-day  to  elapse  without 
Btiying-in  or  attempting  to  buy-in  the  Securities 
shall  release  his  Seller  from  all  liability  in  respect 
of  the  non-delivery  of  the  Securities,  unless  he 
shall  have  waived  his  right  to  buy- in  at  the  re- 
quest, or  with  the  consent  of  his  Seller  ;  and  the 
holder  of  the  Ticket  shall  alone  remain  responsible 
to  such  issuer  for  the  deliverj-  of  the  Securities. 

(2)  In  the  case  of  Companies  which  prepare  their 
own  transfers  the  intermediate  Seller  shall  be 
released  Thirteen  clear  days  after  the  earliest  day 
on  which  a  transfer  can  be  procured. 

(3)  The  liability  of  issuers  and  holders  of  Tickets  is 
not  affected  by  the  fact  that  intermediaries  have 
been  released  by  lapse  of  time. 
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140.  (1)     iScciiritios  |)a.s.siii<j;  hy  <1<-Iivcry  wliicli   havr  lnun  RnyinK-in 

Boaror 
lioii^lit,  for  (he  Acc<>unt-(i)iy  and  are  not   (klivercd  8tiuriti«». 

hy  Half-past  Two  o'clock  may  be  buiight-iii  (<n  the 

foUowinj^,  or  any    subscrjiiont    day,   and    any    loss 

occasioned   J)y   such    Hii^ing-in  shall  Ijc  borne  by 

the  Seller. 

(2)     One  hour's  jiuljlic  notiio  of  sucli  l)iiynif!;-in  must  wuh  Notice. 
be  posted  in  The  Stock  Kxcii.ni<2;e ;  tlie  notice  to  lie 
posted  not  later  than  Half-past  Twelve  o'clock,  or 
Half-past  Eleven  o'clock  on  Saturday. 

(;!)     If  such  Sci'uritios  arc  bought  for  any  day  except  witiiom 
the  Account-day  and    not    delivered    by    Half-past     "*'*^^' 
Two   o'clock,    or   by   Twelve   o'clock  on  Saturday, 
they    may    be   bought-in    on  the  same,  or  any  sub- 
sequent day  without  notice,  and  any  loss  occasioned 
by  such  Buying-iu  shall  be  borne  by  the  Seller. 

(4)     Buying-iu   shall    take    place   between   Half-past  Time. 
One  and  Three  o'clock,  and  on    Saturday    between 
a  Quarter-past  Twelve  and  One  o'clock. 

(ri)     The    loss   occasioned  by  such  Buying-iu  .shall  bo  Liaijiiiiy. 
borne  by  the  .Member  who  shall  riot  have  delivered 
the   Securities    by    Half-past   Two   o'clock  on  the 
previous  day,  or  by  Twelve  o'clock  on  Saturday. 

(6)     Securities   bought-in   and    not  delivered  by  One  Securities 
o'clock   on  the  following  day,  or  by  Twelve  o'clock  but*' 
on  Saturday,  may  be  again  bought-in  for  immediate  "^''^''^''^'■*<*- 
delivery    without  further  notice,  and  any  loss  shall 
be   paid    l»y    the    Member    causing    suclt    further 
Buying-iu. 

141.  A     Member   who    shall   allow  Two  clear  days  to  Bolense  of 
1  -1  ...  Inter- 
elapse   without    l)uying-in  or  attempting  to  buy-in  mediHriefc 

Securities  passing  by  delivery  releases  his  Seller 
from  any  loss  in  consequence  of  the  public  de- 
claration of  any  Member  as  a  Defaulter,  unless  he 
shall  have  waived  such  right  at  the  request,  or 
with  the  consent  of  the  Seller. 

142.    (1)     In  ra.<e  the  Official  shall  not  succeed  in  executing  Renewed 
an  order  to  buy-in,  the   notice   of   such    Buying-in  '"^"'P'*' 
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shall  remain  on  the  General  Notice  Board,  and  the 
Official  shall  on  demand  by  the  Buyer,  renew  the 
attempt  to  buj'-in  without  further  notice,  and  the 
Authorised  Official  charges  for  such  renewed  at- 
tempts shall  be  paid  by  the  Member  held  res- 
ponsible under  Rule  134. 

(2)  Such  orders  shall  not  be  executed  before  Two 
o'clock,  or  before  a  Quarter-past  Twelve  o'clock  on 
Saturday. 

143.  (1)     The  Seller  of  Inscribed   Stock    for   the    Consols 

Account  or  for  a.  specified  day,  who  shall  not 
receive  a  Ticket  by  Half-past  One  o'clock,  or  a 
Quarter-past  Twelve  o'clock  on  Saturday,  may  sell 
out  against  the  Buyer. 

(2)  If  such  Ticket  shall  not  have  been  regularly 
issued  before  Half-past  Twelve  o'clock,  or  Half-])ast 
Eleven  o'clock  on  Saturday,  the  issuer  thereof 
shall  be  responsible  for  any  loss  occasioned  by  the 
Selling-out.  Should  the  Ticket  have  been  regular- 
ly put  in  circulation,  the  holder  at  Half-past  One 
o'clock,  or  Half-past  Twelve  o'clock  on  Saturday', 
shall  be  liable. 

144.  (1)     The    Seller    of   Inscribed  Stock  dealt  in  for  the 

ordinary  Account,  who  shall  not  receive  a  Ticket 
by  Three  o'clock  on  the  Ticket-day,  may  sell  out 
against  the  Buyer  on  the  Account-day  or  on  any 
subsequent  day. 
(2)  If  a  Ticket  shall  not  have  been  regularly  issued 
before  Two  o'clock  on  the  Ticket-day,  the  issuer 
thereof  shall  be  responsible  for  any  loss  occasioned 
by  such  Selling-out.  Should  a  Ticket  have  been 
regularly  put  into  circulation,  the  holder  at  Three 
o'clock  on  the  Ticket-day  shall  be  liable.  In  case 
of  Selling-out  on  any  subsequent  day,  the  holder 
of  the  Ticket  at  Three  o'clock  on  the  previous 
day,  or  at  One  o'clock  on  Saturday,  shall  be  liable. 
Should,  however,  undue  delay  in  passing  the  Ticket 
be  proved,  the  Member  causing  such  delay  will  be 
held  responsible. 
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145.    (I)     Tlir  (i.livoior  of  Sct-nrilios  dolivrral.l(>   hy  dfcd  fj';','^;j'^fj;*^;[ 

of    'rraiisfor,    wlio    slmll    lu.t  rccfivo   a  'I'icket    l.y  SccuriiicB, 

lliilf-past  Two  o'clock  on  tlic  Ticket-day,  may    stU 

out    such  Securities    up  to    Tliree  o'clock,  or    One 

o'clock   on  Saturday,   on  that    day    or  any    subse- 

(|Uout  da\ . 

(2)     If    blio  Security  1)0    one  of  those  undortakcn  hy  Notice  to 
^   ^  *'  .  •  1    i.    Settleim-nt 

the  Settleraeiit  Departraoiit,   Avntten    notice   stat-  Dopartmeut, 

ing  from  whom  a  Ticket  is  required  must  he  niven 

to  the    Department  at  least    One  hour  before  sucli 

Selling-out,  and  in  no  case  sliall  such  securities  bo 

sold  out  before  Twelve  o'clock. 

(;^)  If  a  Ticket,  except  for  Securities  dealt  in  in  the  Liability. 
Mining  Markets,  shall  not  have  Ijeen  regularly 
issued  before  Twelve  o'clock,  the  issuer  thereof 
shall  be  responsible!  for  any  loss  occasir.ned  by 
SoUing-out.  Shonld  a  Ticket  have  been  regularly 
put  into  circulation,  the  holder  thereof  at  Two 
o'clock  shall  be  responsible  for  any  Selling-out  on 
the  Ticket  day.  If  the  Selling-out  take  place  on 
the  Account-day,  the  holder  of  the  Ticket  at  Tliree 
o'clock  on  the  Ticket-day  shall  be  liable,  unless 
such  Ticket  was  in  the  Settlement  Department  at 
Three  o'clock,  in  which  case  the  holder  of  such 
Ticket  at  Five  o'clock  shall  be  liable. 

(I-)  If  a  Ticket  for  Securities  dealt  in  in  the  Mining  Liability  in 
ilarkets  shall  not  have  been  regularly  issued  before  M|,"kctB. 
Two  o'clock  on  the  General  Contango-day,  the 
issuer  thereof  shall  be  responsible  for  any  loss 
occasioned  by  Selling-out.  Should  a  Ticket  have 
been  regularly  put  into  circulation,  the  holder  there- 
of at  Two  o'clock  on  the  Ticket-day  shall  l)c  resi)on- 
sible  for  any  Selling-out  on  that  day  ;  and  the 
holder  of  the  Ticket  at  Six  o'clock  on  the  General 
Contango-day  shall  be  responsible  for  any  Selling- 
out  on  the  Account-day  unless  the  Ticket  was  in 
the  Settlement  Departnvnc,  at  Six  o'clock  on  the 
General  Contango-day,  in  which  case  the  holder  of 
the  Ticket  at  One  o'clock  on  the  Ticket-day  shall 
be  liable. 
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147. 


148. 


(6)  Iti  the  case  uf  Selling-out  on  any  day  after  the 
Account-day  the  holder  of  the  Ticket  at  three 
o'clock  on  tlie  previous  day,  or  One  o'clock  on 
Saturday,  shall  be  liable,  unless  he  can  prove 
undue  delay  in  passing  the  Ticket. 

Should  the  deliverer  of  securities  deliverable  by 
deed  of  transfer  allow  Two  clear  days  from  Three 
o'clock  on  the  Ticket-day  to  elapse  without  avail- 
ing himself  of  his  right  to  sell  out,  his  Buyer  shall 
be  relieved  from  all  loss  in  cases  where  the  Ticket 
has  not  been  passed  in  consequence  of  the  public 
declarution  of  any  Member  as  a  Defaulter,  If  a 
Seller  does  not  deliver  Seciirities  within  Thirteen 
clear  djiys  from  the  Ticket-day  the  intermediate 
Buyer  from  whom  he  received  the  Ticket  shall  be 
released,  and  the  issuer  thereof  shall  alone  remain 
responsible  for  the  payment  of  the  purchase- 
money. 

When  Securities  are  sold  ont,  if  a  Ticket  be  not 
given  within  half-an-hour  after  the  time  of  sale 
the  transfer  may  be  made  into  the  name  of  the 
Buyer. 

A  Member,  who  has  sold  Securities  passing  by 
delivery  for  a  specified  day,  may  sell  out  the  same 
on  that  day,  if  the  Buyer  is  not  prepared  to  paj-  for 
them  by  Half-past  Two,  or  Twelve  o'clock  on 
Saturday,  and  the  Buyer  shall  be  liable  for  any 
loss  incurred. 
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149.  The  Secretary  of   tlie   Share   and  Lo^n  Depart-  Special 

,  ,.  .  .  SeulinK-da.y, 

ment  shall  give  Three  days    public  notice  of  any 

application  for  a  Special  Settling-day  in  the  Scrip 
or  Bonds  of  a  new  Loan  previously  to  its  beinj?  Loans, 
submitted  to  the  Coramiltee,  who  will  appoint  a 
Special  Settling-day,  provided  that  sufficient  Scrip 
or  Bonds  are  ready  for  delivery  and  are  in  reason- 
able amounts  {vide  Appendix  35). 

150.  (1)     The    Secretary  of   the  Share  and  Loan   depart- |P«ci«^^^^,^ 

ment  shall  give  Three  days'  i)iil)lic  notice  of  any 
application  for  a  Special  Settling-day  in  the  Shares 
or  other  Securities  of  a  new  Company  previously  Compamt-B. 
to  such  application  being  submitted  to  the  Com- 
mittee, who  will  appoiut  a  Special  Settling-day 
provided  that  sufficient  Certificates  or  Scrip  are 
ready  for  delivery. 
(•2)  The  Committee  will  not  fix  a  Special  Settling-  vendors. 
day  for  bargains  in  Shares  or  Securities  issued  to 
the  Vendors,  credited  as  fully  or  partly  paid,  until 
Six  months  after  the  date  fixed  for  the  Special 
Settlement  in  the  Shares  or  Securities  of  the  same 
class  subscribed  for  by  the  public,  hut  this  does  not 
necessarily  ap])ly  to  re-organisations  or  amalgama- 
tions of  existin<4  Companies,  or  to  cases  where  no 
Public  Shares  are  issued,  or  to  cases  where  the 
Vendors  take  the  whole  of  the  Shares  issued  for 
cash  (vide  Appendix  3.")). 

'151.     (1)     The  Committee  may  order   the   Quotation  in  the  oflBcial 

Official  List  of  any  security  of  sufficient  magnitude  Q'^^"*'"'"*- 
and  importance. 
(2)     Applications  for  Quotations  must  be  made  to  the  Appiicntiom 
Secretary  of  the  Share  and  Loan  Department  and 
S.E.  21 
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must  comply  with  such  conditions  and  require- 
ments ay  may  be  ordered  from  time  to  time  by  the 
CommiLtee  {vide  Appendix  36). 

(3)  Three  days'  public  notice  must  be  given  of  every 
application. 

(4)  A  Brokei-,  a  Member  of  The  Sto^k  Exchange, 
must  be  authorised  to  give  the  Committee  full  in- 
formation as  to  the  Security  and  to  furnish  them 
with  all  particulars  they  may  require. 

Securities  issued  to  Vendors  credited  as  fully  or 
partly  paid  shall  not  be  quoted  until  six  months 
after  the  date  fixed  for  the  Special  Settlement  of 
the  Securities  of  the  same  class  subscribed  for  by 
the  public,  nor  unless  a  quotation  for  the  latter  is 
also  granted. 
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OF  HARGAINS. 


15  3.  A  List  of  Securities  admitted  to  <2"<>fcfitioii  shall  oiHciai  Li«t, 

be  publislied  under  the  authority  of  the  Com- 
mittee ;  and  no  list  siliall  be  published  and  sold  by 
a  Member  without  the  sanction  of  the  Committee. 

15  4.  The  iirices   of    all  bargains    done    between    a  Marking 

Quarter-to-Eleven  and  Half-past  Three  o'clock,  and  '"  8»in8. 
between  a  Qnarter-to-Eleveu  and  One  o'clock  on 
Saturday,  may  be  marked  in  the  Official  List,  but 
no  price  shall  be  inserted  unless  the  bargain  shall 
have  been  made  in  The  Stock  Exchange  between 
Members  at  the  market-price  ;  nor  on  the  authority 
of  one  of  them,  if  he  refuses,  when  required  by  a 
Member  of  the  Committee,  to  give  up  the  name  of 
the  Member  with  whom  he  has  dealt. 

15  5.  A  Mark  shall  not  be  expunged  from  the  Official  Authority  to 

List  without  the  authority  of  the  Chairman,  Deputy  ®''P'^°*®- 
Chairman  or  Two  Members  of  the  Committee. 

15  6.  Bargains  at  special  prices  by  reason  of  their  ex-  Exception*! 

ceptional  amount  may  he  marked,  but  with  distin- 
guishing signs  {vide  Appendix  34). 

15  7  Bargains  should  be  marked  in  the  order  in  which  BirEraina 

'^  omitted  to 

they  are  made,  but  the  Clerks  of  the  House  may,  bo  marksa. 
with  the  concurrenceof  a  Member  of  the  Committee, 
mark  omitted  bargains  in  the  order  in  wliich  they 
occurred,  upon  a  written  application  from  the 
Buyer  and  tlie  Seller  stating  the  amount,  the  time 
when  and  the  price  at  which  such  bargains  were 
made,  and  such  application  shall  be  reported  to 
the  Committee  at  their  next  meeting. 

158.     (1)     Objections  to  Marks  must  be   lodged   with  the  objectionB 
Clerks  of  the  House  by  Twenty  minutes  to  Pour,  *"  ^*''''*- 


or  Ten  minutes  past  One  o'clock  on  Saturday. 

)  Objections  to  Quotations  in  the  List  must  be 
lodged  with  the  Clerks  of  the  House  by  a  Quarter 
to  Four,  or  a  Quarter-past  One  o'clock  on  Saturday. 
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159.  (1)     Two  Members   shall   be  appointed  annually   by 

the  Committee  bo  act  as  Official  Asssignee  and 
Deputy  Official  Asssignee  respectively,  herein- 
after called  the  Official  Assignees,  whose  duty  it 
shall  be  to  obtain  from  a  Defaulter  his  original 
books  of  account,  and  a  statement  of  the  suras 
owing  to  and  by  him,  to  attend  Meetings  of  credi- 
tors and  to  summon  the  Defaulter  befoi^e  such 
Meetings ;  to  enter  into  a  strict  examination  of 
every  account;  toi  nvestigate  and  report  to  the 
Committee  forthwith  any  bargains  found  to  have 
been  effected  at  unfair  prices;  and  to  manage  the 
estate  in  conformity  with  the  Kules,  Regulations 
and  usages  of  The  Stock  Exchange. 

(2)  Each  Official  Assignee  shall  find  security 
amounting  to  £1,000  from  Two  or  more  Mpmbers 
of  The  Stock  Exchange.  In  the  event  of  any  de- 
fault or  misappropriation  by  any  A.ssignee  of  funds 
or  property  entrusted  to  his  care,  or  of  any  other 
act  of  dishonesty  on  his  part,  each  of  his  Sureties 
shall  pay,  under  direction  of  the  Commitee,  such 
sum  as  he  shall  have  guaranteed. 

160.  (1)     A  Member  unable  to  fulfil  his  engagements  shall 

be  publicly  declared  a  Defaulter  by  direction  of 
the  Chairman,  Deputy-Chairman  or  any  Two 
JSIembers  of  the  Committee,  and  thereby  ceases  to 
be  a  Member. 

(2)  The  Request  for  such  declaration  shall  be  handed 
to  the  Secretary  not  later  than  a  Quarter-to-Three 
o'clock,  or  TIalf-past  Twelve  on  Saturday,  and  the 
declaration  shall  be  forthwith  announced  to  The 
Stock  Exchange.  A  Declaration  shall  not  be 
announced  before  a  Quarter-to-Eleven  o'clock. 
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161.  A  Member  who  may  fail  to  pay  ibe  fees  due  to  insolvency, 

the  Trustees  and  ilaiiagers  or  who  may  have  a 
Receiving  Order  ia  Bankruptcy  made  against  him 
or  be  adjudicated  a  Bankrupt  or  who  may  l)e 
j)ioved  to  be  insolvent,  although  lie  may  not  be  at 
the  same  time  a  Defaulter  in  The  Stock  Excliangc, 
sball  cease  to  be  a  Member  upon  resolution  of  the 
Committee  to  that  eflect. 

16  2.  When  a  Member  shall  give  private  intimation  to  Fj-'j^^^ 

bis  creditors  of  his  inabdity  to  fulfil  bis  engage- 
ments, the  creditors  shall  not  make  any  compro- 
mise with  such  Defaulter,  but  shall  immediately 
communicate  with  tlie  Chairman,  Deputy-Chair- 
man or  Two  Members  of  the  Committee,  in  order 
that  the  Member  in  default  may  be  immediately 
declared;  and  in  case  the  Committee  sball  obtain 
knowledge  of  any  private  failure,  the  name  of  the 
Defaulter  shall  be  publicly  declared. 

163.  A    Member  conniving   at  a  private   failure,  by  CompromiBes. 

accepting  less  than  the  full  amount  of  bis  debt, 
shall  be  liable  to  refund  any  money  or  Securities 
received  from  a  Defaulter,  provided  such  Defaulter 
be  declared  within  Two  years  from  the  time  ol 
such  compromise,  the  property  so  refunded  being 
applied  to  liquidate  the  claims  of  the  subsequent 
creditors.  Any  arrangement  for  settlement  of 
claims,  in  lieu  of  bona  fide  money  payment  on  the 
day  when  such  claims  become  due,  sball  be  con- 
sidered as  a  compromise,  and  subject  to  the  pro- 
visions of  this  Rule- 

16  4.     (1)     In  every  case  of  failure,  the  Official  Assignees  F'«'nK 

_  "  lirices  oil 

shall  publicly  Ex  the  prices  current  in  the  Market  'lefuult. 

immediately    before    the    declaration,    at     which 

prices  all  Members  having  accounts  open  with  the 

Defaulter  shall  close  their  transactions  by  buying 

of  or  selling  to   him   such    Securities   as   he  may 

have  contracted  to  take  or  deliver,  the  differences 

arising    from    tlie    Defaulter's    transactions  being 

paid  to,  or  claimed  from  the  Official  Assignee*. 
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(2)  In  the  event  of  a  dispute  as  to  the  prices,  they 
shall  be  fixed  by  1'wo  Members  of  the  Committee. 
Any  objection  must  be  lodged  with  the  Oflficial 
Assignees  in  writing  within  Two  business  days  of 
the  time  when  the  list  was  posted  in  Tlie  Stock 
Exchange. 

165.  (1)     The  Oflficial  Assignees  shall  collect  and  pay  the 

assets  into  such  Bank  and  in  such  names,  as  the 
Committee  may  from  time  to  time  direct,  and  the 
same  shall  be  distributed  as  soon  as  possible- 

(2)  Legal  Expenses  incurred  on  account  of  a  Defaul- 
ter's estate  shall  be  deducted  from  the  sum  avail- 
able for  distribution. 

166.  Creditors  for  differences  shall  have  a  prior 
claim  on  all  differences  received  by,  or  due  to  a 
Defaulter's  estate. 

16  7.  A  creditor  receiving,  under  any  circumstances 

a  larger  proportion  of  differences  on  a  Defaulter's 
estate  than  that  to  which  each  of  the  creditors  is 
entitled,  shall  refund  such  portion  as  shall  reduce 
his  dividend  to  an  equality  with  the  others.  A 
Member  completing  a  bargain  with  the  principal 
of  a  Defaulter  shall  immediately  notify  the  fact 
to  the  Official  Assignees. 

168.  A  Member  who  shall  have  received  a  difference 

on  an  account,  prior  to  the  regular  day  for  settling 
the  same,  or  who  shall  have  received  a  considera- 
-tion  for  any  prospective  advantage,  whether  by  a 
direct  payment  of  money,  or  by  the  purchase  or 
sale  of  Securities  at  a  price  either  above  or  below 
tbe  market-price  at  the  time  the  bargain  was 
contracted,  or  by  any  other  means,  prior  to  the  day 
for  settling  the  transaction  for  which  the  considera- 
tion was  received,  shall,  in  case  of  the  failure  of 
tne  Member  from  whom  he  received  such  difference 
or  consideration,  refund  the  same  for  the  general 
benefit  of  the  creditors ;  and  any  Member  who 
shall  have,  under  the  circumstances  above  stated, 
paid   or   given   such   difference   or   consideration 
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sliall  again  pay  ihe  same  to  the  creditors;  so  that, 
in  oavh  case,  all  persons  may  stand  in  the  same 
situation  with  respect  to  the  creditors,  as  if  no 
such  prior  settlement  or  other  arrangement  had 
taken  place. 

169.  A   claim   which   does   not  arise   from   a   Stock  <-'i'»'°" ""'• 

OD    otOCE 

Excliantie  traiisaclion  cannot  he  iirovcd  acrainst  a  ^'*c''"°k» 

trtkasiictioiiB, 

Defiiiillfr's  estate. 

170.  (1)     The  folhjwiiig  claims  will  not  be  allowed  to  rank  ciaimBnot 

a<^ainst  a  Defanlter's  estate  until  all  other  claims 
hare  been  paid  in  full,  but  assests  arising  from 
such  transactions  shall  be  collected  and  distributed 
among  the  creditors  : — 

(i)     Claims   arising    from    Bargains   done   more  Out  of  time 
1  1.-    .  1  -1  1  .  .        Barj?ainB  : 

than    hight    days    previously    to  the   close   of  a  consols 
Consols  Account  for  a  date  beyond  the  second  ensu- 
ing consols  Account-day ; 

(ii)     Claims  arising  from  Bargains  for  a  period  Orrtiimry 
beyond  the  Third  ensuing  Ordinary  Account-day; 

(iii)     Claims  arising  from  Bargains  in  Securities  Before 
for  a  date  previous  to  that  fixed  for  ilie  Special  lefulfment 
Settlement;  and 

(iv)     Claims     arising    from     differences     which  Undaime.i 
II  11  1  •  •  ,  <.  diffcrenres. 

nave  been  alhjwed  to  remain  unpaid  lor  more  than 

Two  business  days  beyond  the  day  on  which  they 

became  due. 

(2)     Differences    overdue  and    paid   previf)UH   to  the  orerdue 
day  of  default  are  not  to  be  refunded.  differencos 

171.  Members  not  receiving  due  payment  for  Securi- Claims  for 
ties  delivered  on  the  day  of   default,    are    entitled,  delivered 
so  far  as  regards  the  value  thereof  at  the   average  p^id  for. 
price  on  the  day  ot  delivery,  to  be  paid  pro   rata, 

and  preferentially,  out  of  assets  resulting  in  any 
mnnner  from  such  Securities,  or  derived  from  the 
Defaulter's  own  resources  ;  and,  should  these  prove 
insufficient,  they  shall,  as  to  the  balance  of  such 
claims,  participate  with  other  creditors  in  any 
surety-money  of  the  Defaulter. 
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172.  In  the  case  of  a  loan  of  mone}-  made  upon 
Securities,  the  lender  shall  realise  his  Securities 
within  Three  clear  days,  unless  the  creditors  con- 
sent to  a  longer  delay,  or  he  shall  take  them  at  a 
price  to  be  fixed  by  the  Official  Assignees,  with 
appeal  to  any  Two  Members  of  the  Committee. 
Should  the  Security  be  insufficient,  the  difference 
may  be  proved  against  the  Defaulter's  estate. 

173.  A  loan  without  Security  shall  not  be  admitted 
as  a  claim  on  the  differences  of  a  Defaulter's  estate  ; 
nor  shall  any  such  loan,  when  of  longer  duration 
than  Two  business  days,  be  admitted  as  a  claim 
on  any  other  of  his  assets,  and  should  any  unse- 
cured creditor  receive  payment  of  his  loan  from 
a  Member  on  the  day  of  his  default,  such  payment 
being  made  out  of  assets  not  belonging  to  the 
Defaulter  previously  to  that  day,  he  shall  refund 
the  amount  so  received  for  the  benefit  of  the 
defaulter's  estate. 

174.  A  Non-Member  shall  be  allowed   to   participate 

in  a  Defaulter's  estate,  provided  his  claim  be  ad- 
mitted by  the  creditors,  or,  in  case  of  dispute,  by 
the  Committee;  and  a  person  whose  claim  is  so 
admitted,  may  be  represented  at  the  meeting  of 
creditors  by  any  Member  whom  he  may  appoint. 

17  5.  A  Member,  being  a  creditor  upon  a    Defaulter's 

estate,  shall  not  sell,  assign  or  pledge  his  claim  on 
such  estate,  to  a  Non-member  without  the  concur- 
ence  of  the  committee  ;  and  such  assignment  shall 
be  immediately  communicated  to  the  Official 
Assignees. 

176.  A  Member  shall  not  attempt  to  enforce   by   law 

a  claim  arsing  out  of  a  Stock  Exchange  transac- 
tion against  a  Defaulter,  or  the  .Principal  of  a 
Defaulter,  without  the  consent  of  the  creditors  of 
the  Defaulter  or  of  the  Committee. 

17  7,  (1)  A  Member  may,  with  the  consent  of  the  Credi- 
tors and  the  sanction  of  the  Committee,  and  not 
otherwise,  carry  on  business  for   the  benefit  of  a 
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Defaulter  in  accordance  with  tlie  Regulations  con- 
tained in  Appendix  ;>7. 
{-)     A  .Memner  sliall  not  deal  with  a  Defaulter    for 

his  own  accnunt  hefore    his    re-adraissi(in    to    Tlio  ^^ '••^ '' 

DefrtMlier 
otock  hxcnango.  iiroiiibitea. 

(3)  A  iMeraber  raay  with  the  sanction  of  the  Commit- 
tee, and  not  otherwise,  carry  on    business    for   or  ^'"'"  ""^ '''''* 

.   ,  insolvent,  4c 

With  a  person  who    lias   ceased    to   he   a    Member 

under  Rules  39,  42,  or  161. 

(4)  A  Member  shall  not  carry  on  liusiness  for  or  with 
a  person  wh(j  1  as  been  expelled  from  The  8tock 
Exchange. 

178.     (1)     Once  in  every  month,  the  OflBcial  xVsfcigneeis  shall  ^ 

•^  _  °  Defiiulteri 

lav  before  the  Committee  an  account  of  the  balances  'jBiimces. 

.'  J11  T->',  1  Monthly 

in  their  hands  belonging  to  Deraulters  estates,  Statement 
and  the  committee  shall  order  such  balances  as 
they  think  fit  to  be  paid  over  to  the  account  of  the 
Trustees  of  The  Stock  Exchange  Benevolent  Fundi 
subject  to  recall  by  the  Committee  for  distribution 
amongst  creditors,  or  for  payments  by  or  to  the 
Official  Assignees  which  have  been  authorised  by 
the  Committee. 

(2)  A  i-tatement  of  all  sums  so  paid  over,  and  of  the  ,. 

\  early 

amount  remaining  in  the  hands  of  the  Trustees  of  Statement. 
The  Stock  Exchange  Benevolent  Fund  on  the  31st 
of  December  in  every  year,  shall  be  furnished  by 
the  Official  Assignees  and  deposited  in  the  Com- 
mittee Room,  for  the  inspection  of  the  Members  of 
The  Stock  Exchange. 

(3)  On  the  first  of  February,  in  each  year,  the  Official  Return  of 
A       •  1     11     1  II.  ,       \-.  Defaulteii. 

Assignees  shall  lay  before  the  Committee  the 
names  of  the  Defaulters  who  have  been  re-admit- 
ted as  members  or  Clerks  but  have  not  paid  208. 
in  the  £,  with  particulars  as  to  the  date  of  re- 
admission,  the  original  liabilities,  the  dividends 
paid  and  the  date  and  jimount  of  the  last  payment. 

(4)  On  the  first  of  March,  in  each  year,    ihe    Official  Rutura  of 
Assingnees  shall  lay  before  the  Committee  a  atate-  I^'^'''*'"''"' 
ment  of  all  dividends  paid  during  the  last  year   on 

each  Defaulter's  estate. 
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The  Miuimum  Scale  of  Commission,  except  as 
provided  in  Rule  189,  is  laid  down  in  Appendix  38, 
but  is  not  compulsorj-  in  the  case  of  Underwriting, 
or  the  placing  of  New  Issues.  Nor  shall  it  apply 
to  Continuations  provided  that  a  Broker  shall 
charge  or  alloT^  in  respect  of  Continuation  busi- 
ness a  rate  not  more  favourable  to  his  principal 
than  that  actually  paid  or  received  by  him  in  the 
market,  or  if  the  Continuation  is  effected  wholly 
or  partially  by  the  employment  of  his  own  re- 
sources a  rate  which  shall  be  fair  and  reasonable 
having  regard  to  the  market  conditions  of  the  day. 

(1)  A  Broker  shall  render  to  a  Non-Member  a 
contract  note  in  respect  of  every  bargain  done  for 
such  Non-Member's  Account,  stating  the  price  at 
which  the  bargain  has  been  done  and  subject  to 
tlie  provisions  of  Kale  82,  containing  a  charge 
for  Commission  at  a  rate  not  less  than  the 
Scale  as  laid  down  in  Appendix  38,  or  as  modified 
by  the  provisions  of  Rules  179, 182, 183,  184  or  189. 

(2)  Subject  to  Rules  181  and  189  C3)  the  Rules 
under  the  heading  of  "  Commissions  "  do  not  lay 
down  any  restrictions  as  to  dealings  between 
Members. 

(3)  Except  for  business  done  under  Rule  186  a 
Broker  may  render  a  net  contract  note  provided 
Commission  in  accordance  with  Clause  (1)  of 
this  Rule  is  charged  and  provided  such  contract 
note  states  that  the  Commission  is  allowed  for  in 
the  price. 

A  Broker  may  not  act  as  a  Principal  for  the 
purpose  of  evading  these  Rules,  or  adopt  any  other 
procedure  for  a  like  purpose,  nor  may  he  commute 
his  Commission  for  a  fixed  payment  or  salary 
unless  in  each  year  he  be  specially  authorised  so 
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to  do  by  the  Committee,  nor  may  he  divide  profits 
or    Commission    witli   a   Non-^Lember   exce[)t    as 
authorised  by  Rules  186,  187  and  38 8. 
S2.     (I)     A  Broker  may  at  his  discretion    charge    only  cio8iii(? 

...  1         »i-  1  TraiiBHelioiiB. 

one  Commission  for  buying  and  selling  the  same 
security  for  the  same  Principal  in  the  same 
Account,  whether  ordinary  or  special. 

(2)  A  Broker  may  at  his  discretion  charge  only  one  Cbanifo  of 

^  •'  .  Invesitnoius. 

Commission  on  a  change  of   investments  for  the 

same  Principal  provided  such  change  be  made 
duringthe  same  Account  or  in  the  Account  immedi- 
ately following.  The  Comraissiou  must  be  charged 
on  the  side  which  yields  tlie  larger  amount. 

(3)  This  Rule   is  only  applicable  when  the  Cora-  J[,pUcabie. 
mission  charged  in  that  laid  down  in  Appendix  38, 

and  when  the  securities  have  not  been  continued. 

183.     (1)     A    Broker   may    at   his   discretion,    when   the '^'''™"i'*^''^"     , 
_       _  maybe  reduced 

volume  of  any  Principal's  business  in  liis  opinion  ^^  certain 

cases, 
justifies  it,  but  only  in  the  case  of  a  transaction  in 

which    the   consideration    money   exceeds    £1,000 

charge  that   I'rincipal  a  reduced  Commission   on 

any  transaction,  but  in  no  case  shall  such  reduced 

Commission  be  less  than  one-half  of  the  Minimum 

Scale  as  laid  down  in  Appendix  38. 

(2)  The  special  scale  .allowed  by  this  Rule  is  not  wheu  in- 
applicable when  a  Broker  charges  only  one  Cora- 
mission  under  Rule  182. 

(3)  In  the  case  of  an  order  to  invest  or  realize  an  AdjuBtmont  of 

^  .    .         Comniission. 

amount  of  money  in  or  from  several  Securities, 
each  bargain  the  consideration  for  which  does  not 
exceed  £1,000  must  bear  the  full  Commission,  but 
should  an  order  in  one  Stock,  if  above  £1,000 
consideration,  be  only  partially  executed,  the  Com- 
mission may  be  adjusted  on  completion  of  tlie 
order. 

184.     (1)     A   Broker  may   at   his  discretion  when  in  his  Bearer  share*, 
opinion  the  volume  of    any    Principal's  business 
justifies    it,    charge    that    Principal  'a    uniform 
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Commission  of  Is.  6d.  per  share  on  shares 
passing  by  delivery,  when  the  price  exceeds 
£25,  and  ab  his  like  discretion  a  uniform  Com- 
mission of  6d.  per  share  on  shares  dealt  in  in  the 
American  Market  on  any  order  for  not  less  than  50 
shares. 

(2)  When  such  uniform  Commission  is  charged  it 
shall  be  charged  on  every  bargain  whether  by  way 
of  closing,  change  of  investment  or  otherwise  and 
shall  not  be  shared  in  any  way  with  any  person 
other  than  a  Remisier  or  a  Clerk  in  the  Broker's 
own  exclusive  employment  as  provided  in  Rules 
187  and  188. 

185.  A  Broker  shall,  subject  to  be  provisions  of  Rules 
82  and  83,  charge  Commission  at  not  less  than  the 
Minimum  Scale  as  laid  down  in  Appendix  38  with- 
out modi6cation  to  any  Stock  and  Share  Broker 
or  Dealer  in  the  United  Kingdom,  whether 
carrying  on  business  in  the  form  of  a  limited 
Company  or  otherwise,  who  advertises  in  the 
public  Press  for  Stock  Exchange  business  or  issues 
Circulars  respecting  such  business  to  other  than 
his  own  Principals,  except  in  connexion  with 
Securities  which  are  purely  local  and  not  quoted 
in  "The  Stock  Exchange  Official  List,"  or  who  is 
a  member  of  any  other  institution  within  the 
London  Postal  Area,  where  dealings  in  Stocks  or 
Shares  are  carried  on  and  no  allowance  or  rebate 
in  respect  of  such  Commission  shall  be  made  to 
such  Broker  or  Dealer  or  any  other  person. 

186.  (1)     A  Broker  may  share  his  Commission  with  an 

Agent  provided  that  (except  in  the  case  where 
such  Agent  is  his  Remisier  or  a  Clerk  in  his  own 
employment)  the  share  of  the  Commission  actually 
retained  by  him  is  not  less  than  one-half  of  the 
Minimum  Scale  as  laid  down  in  Appendix  38,  and 
also  that  the  Agent's  share  is  not  divided  with 
allowed  to  his  Principal 
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(2)  A  Broker  may   not   share  with  an  Agent  tho  Y^^^    ... 
Commission    charged    on    the    Agent's    personal 
buaiuoss,  nor  may  he  share  Commission  under  this 

Rule  with  Agents  on  business  done  for  Principals 
for  whom  he  deals  under  the  provisions  of  Rules 
183  or  18  K 

(3)  A  Broker  who  shares  Commipion  with  an  agent  Contract  Notes 

rendered  to 
under  the  provisions  of  this  Rule  shall  render  a  Agents. 

Contract  note  which  shall  state  that  the  business 
has  been  done  "by  order  of"  the  agent  and  that 
the  Commission  is  shared  with  such  agent  under 
the  provisions  of  this  Rule.  Such  Contract  Note 
must  not  be  rendered  "  net  "  nnd  must  show  Com- 
mission at  not  less  tlian  the  scale  laid  down  in 
Appendix  38. 

187.  A    Broker  shall  be  entitled  to  employ  for  the  CommiBBion 

«     ,  .       ,        .  Ti        .    .  .  T       .  may  Ije  shared 

purpose    f)t    his    business    a     Kemisier     resident  with  a  Remisier 

abroad  whose  iiamo  .is  registered  with  the 
Committee  in  arcordiuice  with  Appendix  3P,  and 
to  remunerate  such  Remisicr  with  a  sha'-e  not 
exceeding  one-half  of  the  Commission  charged  to 
the  Principal  he  introduces  whether  such  Com- 
mission be  at  the  Minimum  Scale  as  laid  down  in 
Appendix  38  or  as  modified  by  the  provisions  of 
Rules  182.  183  and  184. 

188.  A  Broker  may  remunerate  a  Clerk  in  his  own  CommiBsion 

1       .  ,  •  1  1  T        may  be  flmred 

exclusive  employment  with  a  snare  not  exceeding  with  a  Clerk 

one-half  of  the  Commission  charged  to  the  Princi- 
pal he  introduces  whether  such  Commission  be  at 
the  Minimum  Scale  as  laid  down  in  Appendix  38  or 
as  modified  by  the  provisions  of  Rules  182,  183  , 
and  184,  provided  that  such  remuneration  is  not 
shared  by  the  Clerk  with  or  allowed  to  his 
Principal. 

189.     (1)     On  any  traiiFaction  for  a  Member  of  any  Associa- Special 

ted  Stock  Exchange  in   the  United  kingdom,  or  a  f^r  country 
Stock  Broker  whose  name  is  included  in  the  "  List    ^°  ^^' 
of  Stock  Brokers  (not  Members  of  any  Stock  Ex- 
change) who  are  treated  for  the  purposes  of  Section 
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Change  of 
Investments. 


1  3  of  the  Finance  Act  of  1899  as  thougli  they  were 
Members  of  a  Stock  Exchange,"  and  who  does  not 
carry  on  business  within  the  London  PoHtal  Area, 
such  Broker  not  being  excluded  by  the  provisions 
of  Rule  185,  a  Broker  may  at  his  discretion  charge 
Commission  at  a  rate  not  less  than  the  scale  laid 
dovsm  in  Clause  (4)  of  this  Rule,  and  when 
orders  for  the  same  Principal  for  sale  and  re-invest- 
ment for  the  same  Account  are  given  simultane- 
ously, Commission  at  not  less  than  one-half  the  scale 
laid  down  in  Appendix  38  may  be  charged  on  one 
side  only,  namely,  the  side  which  yields  the  larger 
amount. 


Minimum 
Commission. 


CloBing 
Transaction. 


(2)  The  Commission  laid  down  by  this  Rule  shall  be 
the  minimum  Commission  to  be  charged  on  all 
business  coming  to  The  Stock  Exchange  from  a 
Member  of  any  Associated  Stock  Exchange  or 
country  Broker,  as  defined  in  Clause  (I)  of  this 
Rule,  except  that  a  Broker  may  apply  to  such 
business  the  provisions  of  Clause  (1)  of  Rule  182. 
Such  Commission  shall  not  be  shared  with  any 
one  except  a  Clerk  in  the  Broker's  own  exclusive 
employment.  Such  Clerk  shall  not  under  any 
circumstances  either  directly  or  indirectly  divide 
or  share  his  proportion  of  such  Commission  with 
or  allow  the  same  to  such  Country  Broker. 


Evasions. 


(3)  A  Broker  shall  not  act  as  a  Principal  or  send  an 
order  to  a  Member  of  an  Associated  Stock  Ex- 
change or  country  Broker  for  the  purpose  of  evad- 
ing the  minimum  Commission  on  such  business, 
nor  shall  he  adopt  any  other  procedure  for  a  like 
purpose.  Any  evasion  will  be  treated  as  a  breach 
not  only  of  this  Rule  but  also  of  Rule  81  which 
prohibits  shunting. 


Sacle. 


(4)  On  transactions  for  Brokers  as  defined  in 
Clause  (1)  of  this  Rule  a  Broker  may  at  his 
discretion  charge  a  reduced   Commission  at   the 
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rate  of  not  less  than  one-half  of  the  rales  laid  down 
in  Appendix  38,  irrespoptive  of  the  volume  of  the 
transactions  in  question  and  further  he  may  charge 
the  following  exceptional  rodnced  rates,  viz.: 


Railway  and  other  Registered  Stocks. 


Price  £a5  or  nndcr  ...  ...     ^^^  %   on  Stocky 

Over  £25  to  £'50  ...  ^u  y 

1 6     /o        »  » • 

„     £50  to  £150  ...  ...       i  %     „ 

„      £150  to  £200        ...  ...     ^3^  %     „ 

„      £200  to  £250        ...  ...       i  %    „ 

With  Jj  rise  for  every  £50  in  price. 

Shares  of  S50    or  $100  Denomination  dealt  in  in  the 
American  Market. 

Price  $50  or  under  ...  ..     Sd.      per  Sliar«. 

Over  S50  to  3100  .  ...     4},d- 

„      SlOO  to  $150  ...  ...     6d.       „ 

„      $150  to  $200  ...  ...     9d. 

„     ?200         ...  ...  ...  ]b.  Od.  „ 
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RE-ELECTIONS,  ADMISSIONS  AND 
RE-ADMISSIONS. 

1.  Form  of  Application  for  Re — election — 

(Rule  23.) 

To 

The  Secketart, 

To  the   Committee  for    General  Purposes. 

Sir, 

Please  acquaint    the  Committee   for   General 
Puproses,  that  I  am  desirous  of  being  re-elected  a 
Member   of  The    Stock   Exchange,   for  the    year 
commencing  on  the  2.5tli  of  March,  19     ,  upon  the 
terms  of,  and  U'  der  and  subject  in  all  respects  to 
the  Rules  and  Regulations  of  The  Stock  Exchange, 
which  now  are,  or  hereafter  may  be  for  the  time 
being  in  force. 
My  Residence  is 
My  Office  Address  is 
My  Bankers  are 
My  Telephone  Number  is 
*  My  Stand  Number  is 
I  am  engaged  in  Partnership  with 
t  T  propose  to  act  as  a  Broker  \      Three      of 

I  propose  to  act  as  a  Dealer  these      lines 

^I  propose  to  act  as  a  Clerk  [to  be  struck 

I  am  not  engaged  in  active  Business  j  out. 

*  Please  state  here  at  which  Stand  yon  wish  to  be  called  and 
have  your  letters  and  telegrams  delivered. 

t  The  names  of  all  Members  who  return  themselves  as  Brokers 
will  be  inserted  in  the  published  "Lists  of  Brokers  who  are 
Members  of  The  Stock  Exchange." 

^  Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokers' 
Clerks. 
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other  than  tliat  ol'  The  Stock  Exchaiij^c,  nor  is 
my  wife  engaged  iu  business,  nor  am  1  a  Member 
of,  or  Subscriber  to,  any  other  Insti  tution 
in  wliich  dealings  in  Stocks  or  Shares  are 
carried  on. 
X  The  under-named  will  continue  to  act  as  Clerk  : — 


Namo  of  the  Clerk.  § 


Here  state  whether  the  Clerk 
is  authorised  or  not  to  trans- 
act business  or  udmitted  lo 
the  Settling  Room  only,  and 
if  he  is  a  Member,  it  is  to  be 
so  stated. 


I  am, 
Sir, 
yours  faithfully, 
{Signature  in  full) 

The  Subsci'iptiou  is  to  be  paid  to  the  credit  of 
the  Manaf^ers,  within  Twenty-one  days  fiom  the 
25th  of  March. 


§  Rule  55. — A  Member  desirous  of  obtaining  the  admission  of  a 
Clerk  to  the  House  or  the  Settling  Room,  or  of  authorising  a  Clerk 
to  transact  business,  or  of  e  nploying  another  Member  as  his  Clerk, 
including  any  Member  who  is  acting  as  his  olice  Clerk  or  is  under 
any  arrangement  for  the  sharing  of  Commissions,  shall  apply  for 
the  permission  of  the  Committee  on  one  of  the  Forms  18,  19  or  20  in 
the  Appendix. 

Rule  tj7. — A  Member  parting  with  a  Clerk  or  withdrawing 
his  authorisation,  shall  give  notice  in  writing  to  the  Secretary, 
who  shall  forthwith  communicate  the  same  to  The  Stock 
Exchange  in  the  usual  maunei-. 


X  In  the   case   of  a  Partnership  only  one  member  of  the  Firm 
need  make  the  retnru  as  to  Clerks. 
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2.  Ee-election  under  Rule  24  (2)  or  25  (3)  :— 

To 

The  Secretary, 

To  the  Gommittee  for  General  Purposes. 

SlE, 

Please  acquaint  the   Committee  for  General 
Pui'poses,  that  I  am  desirous  of  being  re-elected  a 
Member  of  The  Stock  Exchange,  for  the  year  com- 
mencing on  the  25th  of  March,  19     ,  upon  the  terms 
of,   and  under   and   subject   in  all  resj^ects  to  the 
Rules   and   Regulations   of   The  Stock  Exchange, 
which   now   are,   or  hereafter  may  be  for  the  time 
being  in  force.     *  I  am  aware  that  I  must  acquire 
Stock  Exchange  Share  before  exercising  any  of  the 
privileges  of  Membership. 
My  Residence  is 
My  Office  is 
My  Bankers  are 
t  I  propose  to  act  as  a  Broker 
I  propose  to  act  as  a  Dealer 
%  I  propose  to  act  as  a  Clerk  r 

I  do  not  propose  to  engage  in  active 

Business 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
business  other  than  that  of  The  Stock  Exchange, 
nor  is  my  wife  engaged  in  business,  nor  am  I  a 
Mevnber  of,  or  Subscriber  to,  any  other  Institution 
in  which  dealings  in  Stocks  or  Shares  are  carried 
on. 

I  am, 

Sir, 

yours  faithfully, 


Thi'ee  of 
these  lines 
to  be  struck 
out. 


{Signature  in  full) 

We  recommend  Mr.  who 

has  not  exercised  his  right  of  nomination  or  become 
ineligible  under  Rules  30  and  31,  as  a  fit  Person  to 
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l»e  re-elected  a  Meinher  of  Tlie  Stock  Kxclian^o ;  and 
in  case  he  shrtll  I)c  publicly  declared  a  Defaulter  by 

,  we  eacb  of  us  herebj- 
engage  I<i  pay  to  his  creditors,  upon  application, 
the  sum  of  Hinidi-ed  Poimds  to  be  applied 

in  discharge  of  bis  Debts  in  The  Stock  Exchange. 

(Signaturea  in  full) 


*#•  The  Recommendprs  must  Btato,  opposite  to  their  BipmataroB. 
that  they  are  not,  and  do  not  expect  to  be  indemnified  for  the 
socnrity  they  pivc  ;  and  must  attend,  tofjethcr  ^vith  the  person  re- 
commended, at  BDch  time  as  the  Committee  may  require. 

The  Recommendprs  are  rerpiired  to  have  such  personal  know- 
ledge of  the  np^di^apt  and  of  his  past  and  ]iresent  circura- 
stance.s  as  shall  satisfy  the  Committee  as  to  his  eligibility. 

The  Snl)Scriptioii  is  to  be  paid  to  the  credit  of  the  ^Fanagers. 

*  To  bo  Btrnck  out  by  applicants  who  from  the  date  of  their 
admiseion  do  not  require  a  Share  Qnalitication  or  those  who  may 
not  have  parted  with  their  Qnalitication  Share  or  Shares. 

+  The  names  of  all  lli-mbera  who  return  themselves  as  Brokers 
will  be  inflertei  in  the  pulibohed  '•  Lifts  of  BrokerB  who  are 
Members  of  The  Stock  Exchange." 

If  Members  actinp  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokerb' 
Clerka. 

3.  Re-electiou  under  Rule  2o  (1) : — 

To  the   Secretary  to    the 

CommUtce  for  General  Purposes 

Sir. 

Please  acquaint  the  Committee  for  General  Pur- 
po.ses.  that  I  am  desirous  of  being  re-elected  a 
Member  of  The  Stock  Exchange,  for  the  year 
commencing  on  the  2r.th  of  March,  IP  ,  upon  the 
terms  of,  and  under  and  subject  in  all  respects  to 
the  Rules  and  Regulations  of  The  Stock  Exchange, 
which  now  are.  or  hereafter  may  be  for  the  time 
being  in  force. 

*  I  am  aware  that  T  mnst  acquii-e  Stock 

Exchange    Share    before    exercising    any   of  the 
privileges  of  Membership. 
!S.E.  22 
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My  Residence  is 

My  Office  is 

My  Bankers  are 

1 1  propose  to  act  as  a  Broker  ^  Tli  f 

I  propose  to  act  as  a  Dealer  |     ^^^^^  ^.^^^ 

IT  I  propose  to  act  as  a  Clerk  ^  ^^  be  struck 

I  do  not  pi-opose  to  engage  in  ai^tive  I    „„^ 

Business.  ^ 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
business  other  than  that  of  The  Stock  Exciiange, 
nor  is  my  wife  engaged  in  business,  nor  am  I  a 
Member  of,  or  Subscriber  to,  any  other  Institution 
in  which  dealings  in  Stocks  or  Shares  are  carried 
on. 

I  am,  Sir,  yours  faithfully, 
{Signature  in  full) 

We  recommend  Mr. 
who  has  not  exercif3ed  his   right  of  nomination  or 
become  ineligible  under  Rules  30  and  31,  as  a  6t 
person   to  be  re-elected   a  Member  of   The  Stock 
Exchange. 

{Siynatures  in  full) 


*^*  The  Recommenders  mtist  attend,  together  with  the  person 
recomme'Qdod,  at  euch  time  as  the  Committee  may  require. 

The  Recommenders  are  required  to  have  such  personal 
knowledge  of  the  applicant  and  of  his  past  and  present 
circumstances  as  shall  satisfy  the  Committee  as  to  his 
eligibility. 

The  Subscription  is  to  be  paid  to  the  credit  of  the  Managers. 

*  To  be  struck  out  by  applicants  who  from  the  date  of  their 
admission  do  not  require  a  Share  Qualification,  or  who  may  not 
have  parted  with  their  Qualification  Share  or  Shares. 

t  The  names  of  all  Members  who  return  themseleves  as  Brokers 
will  be  inserted  in  the  published  "  Lists  of  Brokers  who  are 
Members  of  The  Stock  Exchange." 

^Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokers' 
Clerks. 

22a 
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Form  of  A])plicnti()ii  fur  Admission  witli  Tlirce 
Sureties  : — 

(Rule  32  [1].) 
To    the    Secretary  to  the 

Committee  for  General  Purposea. 

Sir, 

Please  acr|uaint  the  Committee  for  General 
Purposes  that  I  am  desirous  of  being  admitted  a 
Member  of  Tlie  Stock  Exchanpo,  for  tho  year 
commencing  on  the  25th  of  March,  19  ,  upon  the 
terms  of,  and  under  and  subject  in  all  respects  to 
the  Rules  and  Regulations  of  The  Stock  Exchange, 
which  now  are,  or  hereafter  luay  he  for  the  time 
being  in  force.  I  have  read  the  Rules  and  Regula- 
tions of  The  Stock  Exchange. 
I  am  a  British  subject,  and  years  of  age. 

I    am    aware   that   I    must   acquire   Three   Stock 
Exchange    Shares    before    exercising   any   of   the 
privileges  of  ^Membership. 
I  append  domination  Form  No. 
My  Residence  is 
My  Office  is 
My  Bankers  are 
t  I  propose  to  act  as  a  Broker     "1 

X  .        i.  r>  „i^-  I      Three  of  these 

I  propose  to  act  as  a  JJcaler  { 

«r  T  X        ^  m-,..i,        V  lines    to   be 

%  I  propose  to  act  as  a  C  lerk       r 

T  1         .  i  „„  ;„      I  struck   out. 

I  do  not  propose  to  engage  in      i 

active  Business 

I  am   not    engaged   as    Principal  or  Clerk  in  any 

business  other  than  that  of    The  Stock   Exchange, 

nor  is  my   wife   engaged  in    business,  nor   am  I  a 

Member  of,  or  Subscriber  to,  any  other  Institution 

in  -which  dealings  iii  Stock  or  Shares  are  carried  on. 

I  am,  Sir,  yours  faithfully, 

(Signature  in  full) 

We  recommend  Mr.  as  a  fit 

Person  to  be  admitted  a  Member  of  The  Stock 
Exchange;    and    in    case    he    shall    be    publicly 
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declared  a  Defaulter  within  Four  years  from  the 
date  of  his  admission,  we  each  of  us  hereby  engage 
to  pay  to  his  creditors,  upon  application,  the  sum 
of  Five  Hundred  Pounds  to  be  applied  in  discharge 
of  his  Debts  in  The  Stock  Exchange. 

{Signature  infvll) 


*#*  The  Recommenders  must  state,  oppoBite  to  their  signatures, 
that  they  are  Eot,  and  do  not  expect,  to  be  indemnified  for  the 
security  they  give  ;  and  must  attend,  together  with  the  person 
recommetided,  at  such  time  as  the  Committee  may  require. 

Kecommenders  are  required  to  have  such  personal  knowledge 
of  Candidates,  and  of  their  past  and  present  circumstances, 
as  shall  satisfy  the  Committee  as  to  their  eligibility. 

If  the  Candidate  has  been  a  Foreign  subject  he  must  sub- 
mit to  the  Committee  his  Certificate  of  Naturalization. 

If  the  Candidate  has  been  a  Commissioned  Officer  in  the 
Eegular  Army  or  Xavy,  he  must  submit  to  the  Committee  a 
copy  of  the  "  London  Gazette"  in  which  his  resignation  is 
notified. 

If  the  Candidate  has  been  in  Partnership  he  must  submit 
to  the  Committee  a  copy  of  the  "London  Gazette"  in  which 
the  dissolution  of  his  Partnership  is  notified. 

t  The  names  of  all  Members  who  return  themselves  as  Brokers 
will  be  inserted  in  the  published  "Lists  of  Brokers  who  are  Members 
of  The  Stock  Exchange." 

T[  Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokers' 
Clerks. 

5.  Form  of  Application   for  Admission    with  Two 

Sureties  with  nomination. 

(Kules  32  [2].) 

To  tJte    Secretary  to  the 

Committee  for  General  Purposes, 

Sir, 

Please  acquaint  the  Committee  for  General  Pur- 
poses that  I  am  desirous  of  being  admitted  a 
Member  of  The  Stock  Exchange,  for  the  year  com- 
mencing on  the  25th  of  March,  19  ,  upon  the  terms 
of,  and  under  and  subject  in  all  respects  to  the 
Rules  and  Regulations  of  The  Stock  Exchange, 
■jyhich  now  are,  or  hereafter  may  be  for  the  time 
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being  ill  toi-ce.  I  ha%-e  read  the  RuIcb  and  Regu- 
liiliona  of  The  Stock  Exchange. 

1  am  a  British  subject,  and         years  of  age. 
I  am  aware  that  I   must  acquire  One  Stofk  Ex- 
change    Share    before^  exercising      iiny      of    the 
privileges  of  Mcml)ership. 
I  append  Nomiiiiitioii  Form  No. 
My  Residence  is 
My  Office  is 
M}-  Bankers  are 
t  I  propose  to  act  as  a  Broker     ^ 

I  propose  to  act  as  a  Dealer  \     '^'''^^^  ^^  ^^^«« 

«r  T  i         1.  (Ml  ^  lines  to  bo 

7  I  propose  to  act  as  a  <  lerk        ' 

T  J         i.  1.  •         I  struck  out. 

1  do  not  propose  to  engage  in       i 

active  Business  ■■' 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
l)ii8iness  other  than  that  of  The  Stock  Exchange, 
nor  is  ray  wife  engaged  in  business,  nor  am  I  a 
Member  of,  or  Subscriber  to,  any  other  Institution 
ill  v.bicli  dealings  in  Stocks  or  Shares  are  carried 
on. 

I  am,  Sir,  yours  faithfully, 

(Signature  in  full) 

We  recommend  Mr.  who 

has  never  been  engaged  as  a  Principal  in  any 
busine-ss,  as  a  fit  Person  to  be  admitted  a  Member 
of  The  Stock  Exchange;  and  in  case  he  shall  be 
publicly  declared  a  Defaulter  within  Four  years 
from  the  date  of  his  admission,  we  each  of  us 
hereoj-  engage  to  pay  to  his  creditors,  upon 
application,  the  sum  of  Three  Hundred  Pounds  to 
be  applied|in  discharge  of  his  Debts  in  The  Stock 
Exchange. 

(Signatures  in  full) 


•«*  The  Recommenders  must  state,  opposite  to  their  signaturcB, 
that  thoy  am  cot,  and  do  not  expect  to  be  indemnified  for  the  at'co- 
rity  they  give;  and  must  attend,  tojjether  witli  the  jierson  recom- 
mended, at  such  time  as  the  Committee  may  require. 
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Recommenders  ai'e  required  to  have  such  personal  know- 
ledge of  Candidates,  and  of  their  past  and  present  circum- 
stances as  shall  satisfy  the  Committee  as  to  their  eligibility. 

t  The  names  of  all  Members  who  return  themselves  as  Brokers 
will  be  inserted  in  the  published  "  Lists  of  Brokers  who  are  Members 
of  The  Slock  Exchange.  " 

^  Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokers' 
Clerks. 

6.  Form  of  Application  for  Admission  with   Two 

Sureties  without  nomination  :— 

(Rule  28.) 

To    the   Secretary  to  the 

Goynmittee  for    Oeneral  Purposes. 

Sir, 

Please  acquaint  the  Committee  for  Genei*al  Pur- 
poses that  I  am  desirous  of  being  admitted  a 
Member  of  The  Stock  Exchange,  for  the  year  com- 
mencing on  the  25th  of  March,  19  ,  upon  ihe  terms 
of,  and  under  and  subject  in  all  respects  to  the 
Rules  and  Regulations  of  The  Stock  Exchange 
which  now  are,  or  liereafter  may  be  for  the  time 
Ijeing  in  force.  I  have  read  the  Rules  and  Regu- 
lations of  The  Stock  Exchange. 
I  am  a  British  subject,  and  years  of  age. 

I  am  aware  that  I  must  acquire  One  Stock 
Exchange  Share  before  exercising  any  of  the 
privileges  of  Membership. 

My  Residence  is 

My  Oflfice  is 

My  Bankers  are 

t  I  propose  to  act  as  a   Broker      ~] 

I  propose  to  act  as  a  Dealer  |    Three  of  these 

•[[  I  propose  to  act  as  a  Clerk         r      lines  to  be 

I  do  not  propose  to  engage  in         |        struck  out. 

active  Business  -J 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
business  other  than  that  of  The  Stock  Exchange, 
nor  is  ray  wife  engaged  in  business,  nor  am  I 
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Member  of,  or  Subscriber  to,  any  other  Institution 
in  whicli  deiilirigii  in  Stocks  or  Shares  are  carried 
on. 

I  lun,  Sir,  yours  faithfully, 

(Signature  in  full) 

We  recommend  Mr.  who 

has  )iever  been  enj^iiged  as  a  Principal  in  uny  bnsi- 
nees,  as  a  fit  Person  to  be  admitted  a  Member  of 
The  Stftck  Excliango ;  imd  in  case  he  shall  be 
publicly  declared  a  Defaulter  within  Four  years 
from  the  date  of  his  admission,  we  each  of  us 
hereby  engage  to  pay  to  his  creditors,  upon  iqjplica- 
tion,  the  sum  of  Tliree  Iliuidred  Pounc'is  to  bo 
applied  in  discharge  of  his  Debts  in  The  Stock 
Exchange. 

(Signatures  in  full) 

%*  The  RecommenderB  must  state,  opposite  to  their  signatures, 
that  they  are  not,  and  do  not  expect  1o  be  indemnified  for  the 
seccrity  they  give  ;  nud  muse  attend,  toyetlior  with  the  person 
recoinnietidcd,  at  such  time  as  the  Oommittee  may  reqairc. 

Rccommeiiders  are  required  to  have  such  personal 
knowledge  of  Candidates  and  of  their  pasc  and  present 
circumstances  as  shall  satisfy  the  Committee  as  to  tiieir 
eligibility. 

t  The  names  of  all  Members  ^vho  returc  their  selves  as  Brokers 
•will  be  inserted  in  the  published  *'  Lists  of  Brokers  who  are  Members 
of  The  Stock  Exchange." 

\  MeuibiTs  actirg  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  brokers' 
Oierks. 

7.  Form  of   Application  tor  Re-admission  without 

Share  Qualiticatiou  : — 

(Rule  40  [1].) 

(Admitted  ). 

To  the  Secretary  to  the 

Committee  for  General  Purposes. 

SiK, 

Please  acquaint  the  Committee  for  General  Pur- 
poses that  I  am  desirous  of  being  re-admitted 
a  Member  of  The  Stock  PJxchange,  for  the  year 
commencing  on  tiie  'loth  of  March,  19     ,  upon  the 
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terms  of.  and  under  and  subject  in  all  respects  to 

the  Rules  and  Regulations  of  The  Stock  Exchange 

which  now  are,  or  hereafter  may  be  for  the  time 

being  in  force. 

My  Residence  is 

My  Bankers  are 

t  I  propose  to  act  as  a  Broker     "] 

1  propose  to  act  as  a  Dealer  [      Three  of  these 

%  I  propose  to  act  as  a  Clerk        (  lines  to  be 

I  do  not  propose  to  engage  in      |  struck  out. 

active  Business  ^ 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
business  other  than  that  of  The  Stock  Exchange, 
nor  is  my  wife  engaged  in  business,  nor  am  I  a 
Member  of,  or  Subscriber  to,  any  other  Institution 
in  which  dealings  in  Stocks  or  Shares  are  carried 
on. 

I  am.  Sir,  yours  faithfully, 
(Siynature  in  full) 

+  The  names  of  all  Members  vho  return  themselves  as  Brokers 
will  be  in'^erted  in  the  published  "  Lists  of  Brokers  who  are 
■VIembera  of  The  Stock  Rschange.  " 

^  Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stating  above  that  they  are  Brokers' 
Clerks. 

8.  Form    of   Application    for    Re-admission    with 

Share  Qualification. 

(Rule  42  [1].) 

ADillSSION"    AFTEK   23BD   NOVEMBER,    1904. 
To  the  Secretary  io  the 

Committee  for  General  Purposes. 
Sir, 

Please  acquaint  the  Committee  for  General  Pur- 
poses that  I  am  desirous  of  being  re-admitted 
a  Member  of  The.  Slock  Exchange,  for  the  year 
commencing  on  the  25th  Marcli,  19  ,_  upon  the 
terms  of,  and  under  and  subject  in  all  respects  to 
the  Rules  and  Regulations  of  The  Stock  Exchange 
which  now  are,  or  hereafter  may  be  for  the  time 
being  in  force. 
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My  Kosidouce  is 

My  Bankers  iire 

t  I  propose  to  act  as  a  Broker     ^ 

I  propose  to  act  as  a  Dealer  j      Three  of  these 

IT  I  propot-e  to  net  as  a  Clerk        r  lines  to  be 

I  do  not  propose  to  engage  in      i  struck  out. 

active  Business  ^ 

I  am  aware  that  I  must  acquire  One  Stock 
Exchange  Share  before  exercising  any  of  the 
privileges  of  Membership. 

I  am  not  engaged  as  Principal  or  Clerk  in  any 
business  other  tb:in  that  ()f  The  Stock  Exchange, 
nnr  is  my  wife  engaged  in  business,  nor  am  I  a 
Member  of,  or  Subscrilier  to,  any  other  Institution 
in  which  dealings  in  St(K'ks  or  Shares  arc  carried 
on. 

I  am,  Sir,  yours  faithfully, 

{Siffiiatiire  in  full) 

t  The  names  of  all  ^^c^lbar3  who  rotnrn  themaelvef  as  Brokers 
will  bo  inserted  in  the  publishrd  "  Lists  of  Brokers  who  are 
Members  of  J'he  Stock  Kxchange.  " 

■[  .Members  acting  as  Clerks  to  Brokers  can  have  their  names 
inserted  on  these  Lists  by  stilting  above  that  they  are  Brokers' 
Clerks. 

9.  Form  of  Letter  to  be  sent  to  Members  on  Re 

election  : — 

(Rule  21.) 

Sib, 

I  am  directed  to  inform  you,  that  you  are  re- 
elected a  Member  of  The  Slock  Exchange,  for  the 
year  commencing  on  the  2-''>th  of  March,  19  ,  upon 
the  terms  of,  and  under  and  subject  in  all  respects 
to  the  Rules  and  Regalati»ns  of  The  Stock  Ex- 
change, which  now  are,  or  hereafter  may  be,  for 
the  time  being  in  force. 

I  am.  Sir, 

Yours  faithfully, 

EDWARD  SATTERTHWAITE, 

Secretary  to  the  Committee  for  General  Purposes. 
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10.  Form  of  First  Lettei',  to  be  sorit  to  New  Mem- 

bers on  Election : — 

(Rule  39.) 
Committee  Eoom, 

The  Stock  Exchange, 
London,  E.G...... 19    . 

Sir, 

I  am  directed  to  inform  3-ou  that  you  are  elected 
a  Member  of  The  Stock  Exchange,  for  the  year 
commencing  on  the  25th  of  March,  19  ,  upon  the 
terms  of,  and  under  and  subject  in  all  respects  to 
the  Rules  and  Regulations  of  The  Stock  Exchange, 
which  now  are,  or  hereafter  may  be  for  the  time 
being  iti  force. 

Upon  Registi'ation  into  your  name  of  j'our 
Qualification  Share  or  Shares,  a  further  notice 
will  be  sent  to  you  giving  you  the  date  upon  which 
3'ou  can  exercise  the  privileges  of  Membership. 

I  am.  Sir, 

Yonrs  faithfully, 

EDWARD  SATTERTHWAITE, 

Secretary  to  the  Committee  for  General  Purposes. 

1  ].  Form  of  Second  Letter,  to  be  sent  to  New  Mem- 

bers on    '  draission  : — 

(Rule  39  [2].) 

Resignation  of  Nominating  Member  accepted  un- 
der Rule  26,  (2). 
Resignation,  &c.,  under  Rule  26,  (3), 
Probate  of  Death  Registered  under  Rule  26,  (6). 
Stock  Exchange  Shares  Registered  under  Rule  39. 

Committee  Room, 

The  Stock  Exchange, 
London-,  E.C, 19 

Sib, 

Referring  to  my  previous  notice  of  the 
I  am  directed  to  inform  you  that,  the  provisions  of 
the  Rules  relating  to  the  Admission  of  Members 
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having  been  complieil  with,  yon  are  now  entitled 
to  exercise  tlie  privileges  of  Membership  of  The 
Stock  Exchange. 

I  am,  Sir, 

Yours  faithfnlly, 

EDWARD  SATTERTHWAITE, 

Secretary  to  the  Corainittee  for  General  Purposes. 

12-  Form  of  Letter  ou  Re-ndraission  without  Share 
C^ualificatiou  : — 

(Uule40.) 

Committee  Room, 

The  Stock  Exchange, 
LoNnoN,  E.G., 19    . 

Sib, 

I  am  directed  to  inform  you  that  yon  are 
Ro-a'lmitted  a  Member  of  The  Stock  Excliangc  for 
the  year  commencing  on  the  •2oth  of  March,  19  , 
upon  the  terms  of  niid  under  and  subject  in  all 
respects  to  tlie  Rules  and  Kc^ulatioTis  ot  The  S^^ock 
Exchange,  which  now  are,  or  herenfrer  may  bo  for 
the  time  being  in  force. 

I  am,  Sir, 

Yours  faithfully, 

EDWA  RD  SATTERTtlWAITE, 

Secretary  to  the  Committee  for  General  Purposes. 

13-  Form    of   First    Letter   on    Re-admission    with 
Share  Qualification  : — 

(Rule  42.) 

Admission  aftee  23kd  Novembek,  1904. 
Committee  Room, 

The  Stock  Exchange, 
London,  E.  "., 19    . 

Sir. 

I  am  directed  to  inform  you  tliat  you  are  Re- 
arlmitted  a  Member  of  The  Stock  Exchange  for 
the  year  commencing  on  the  2oth  March,  19     .  upon 
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the  terms  of  and  under  and  subject  in  all  respects 
to  the  Rules  and  Regulations  of  The  Stock  Ex- 
cliange,  which  now  are,  or  hereafter  may  be  for  the 
time  beiug  in  force. 

Upon  registration  into  your  name  of  your  Quali- 
fication Share  a  further  Notice  will  be  sent  to  you 
f2;iving  you  the  date  upon  which  you  can  exercise 
the  privileges  of  Membership. 

I  am,  Sir, 

Yours  faithfully, 

EDWARD  SATTERTHWAITE, 

Secretary  to  the  Committee  for  G-eneral  Purposes. 

14-  Form    of    Second  Letter  on  Re-admission  with 

Share  Qualification  : — 

(Rule  42  [2].) 

Re-admission  of  Member 
Admitted  aftek  23rd  November,  1904. 
Stock  Exchange  Share  Registered. 
Committee  Room, 

The  Stock  Exchange, 
London,  E.C„ 19    . 

SiK, 

Referring  to  my  previous  notice  of 
I  am  directed  to  inform  you  that  the  provisions 
of  Rule  42  having  been  complied   with,  you   are 
now  entitled  to  exercise  the   privilege'!  of  Mem- 
bei'ship  of  The  Stock  Exchange. 

I  am,  Sir, 

Yours  faithfully, 
EDWARD  SATTERTHWAITE, 
Secretary  to  the  Committee  for  General  Purposes. 
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NOMINATIONS. 


15.  Forms  <»f  Nomination: — 

(Rule  2(j  [1].) 

No.  1. 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

I 
a  Ik[ember  of  Tlie  Stock  Exchange,    hereby    nomi- 
nate Mr.  as  ni}'  successor 
and  I  hereby  tender  the  resignation  of  my  Mem- 
bership in  his  favour. 

I  am,  Gentlemen, 

Yours  faithfully, 

of 19     . 

No.  2. 

To  the  Committee  for  General  Ftirposes 

of  The  Stock  Exchanye. 

Gentlemen, 

I 

havint?  resigned  my  Membership  of  The  Stock 
Exchange,  and  such  resignation  having  been  duly 
accepted  by  the  Committee,  hereby  nominate 
"J^Iy.  as  ray  successor. 

I  am,  Gentlemen, 

Yours  faithfully, 

of 19     . 
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No.  3. 

To  the  Cnmmiitee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

1 

having  discontinued  my  subscription  for  the  year 
commencing  25th  March,  19  ,  hereby  nominate 
Mr.  as    my  succefsor. 

I  am,  Gentlemen, 

Yours  faitlifully, 

.of 19    . 

No.  4. 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

We,  the  undersigned  legal  personal  represen- 
tatives of  Mr.  deceased, 
until                                          a  Member  of  The  Stock 
Exchange,  hereby  nominate  Mr. 
as  his  successor. 

We  are,  Gentlemen, 

Yours  faithfully, 

Witness 

of 19    . 
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WAITING    LIST. 


]Q.  VCUM    OF   ApPMCATION    TO   BE    PLACED    UPON 

THE  Waiting  List. 

(Rule  28  [2].) 

To  the  Committee  for  Oeneral  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

1 
having  completed  Four  years'  service  as  a  Clerk  in 
The  Stock  Excliange  in  accordance  with  Rule  28  (2) 
hereby  apply  to  be  placed  upon  the  waiting  list  of 
applicants  for  election  witliout  nomination. 
Name  (in  full) 
Private  Address 
Employer 
Date 

I  am,  CJentlemen, 

Yours  fail lif Lilly, 

{Signature) 
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MARKET    PARTNERSHIP. 
(Rule  51.) 


17.  Form  of  Notice  of  Market  Partnership: — 

To  the  Secretary  to  the 

Committee  for  General  Furposes. 

Sir, 

\7e,  the  inidersigued,  wlio  each  deal  and  settle 
our  Bargains  in  our  own  name,  beg  to  intorm  the 
Committee  for  General  Purposes  that,  from  this 
day  until  further  notice,  we  hold  ourselves  jointly 
responsible  to  The  Sto  k  Exchange  for  all  trans- 
actions entered  into  by  either  of  us  in 


r 

L 

ATe  are,  Sir,  «fcc. 
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CLERKS. 


18.  Form  of  Application  for  an  Authorised  Clerk. 

(Rule  55.) 

tfW  Observe  tlie  Noto  at  foot  hereof. 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

request  your  perraifision  to  introduce 
(Aged  ) 

as  Clerk,  Authorised, 

for  the  year  commencing  25th  March,  19  ,  assur- 
ing you  that  he  is  in  every  respect  eligible  in  strict 
conformity  with  Rules  Nos.  61,  62  and  64 

Yours  faithfully, 

the   stock   exchange,    LONDON, 

of  19 


Rule  61.— A  Member  applying  for  the  admission 
of  a  Clerk  must  satisfy  the  Committee— 

1.  That  the  Clerk  is  of  the  requisite  age,  i.e.,  for  an 
Authorised  Clerk  2i.  for  an  Unautlionsed  or 
Settling  Room  Clerk  17,  and  would  be  m  all  other 
respects  eligible  for  admission  as  a  Member. 

2.  That  he  has  obtained  a  satisfactory  Reference 
from  the  Clerk's  last  employer, 

3.  That  he  has  a  suSBcient  knowledge  of  the  Clerk's 
previous  career. 

S.E.  23 
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19.  Form  of  Application  for  an  Unauthorised  Clei-k: 

(Rule  56.) 
fc^  Observe  the  Notes  at  foot  hereof. 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

request  your  permission  to  introduce 
(Aged  ) 

as  Clerk,  Unauthokised  , 

for  the  year  commencing  25th  March,  19  ,  assur- 
ing you  that  he  is  in  every  respect  eligible  in 
strict  conformity  with  Rules  Nos.  61,  62  and  63 . 

Yours  faithfully, 


THE  STOCK  EXCHANGE,  LONDON, 

of  19     . 

Rule  61. — A  Member  applying  for  the  admission 
of  a  Clerk  must  satisfy  the  Committee — 

1,  That  the  Clerk  is  of  the  requisite  age,  i.e.,  for  an 
Authorised  Clerk  21,  for  an  Unauthorised  or 
Setfcliiifj;  Room  Clerk  17,  and  would  be  in  all  other 
respects  eligible  for  admission  as  a  Member. 

2,  That  he  has  obtained  a  satisfactory  Reference 
from  the  Clerk's  last  employer. 

3,  That  lie  has  a  sufficient  knowledge  of  the  Clerk's 
previous  career. 

If  the  Clerk  has  been  a  Foreign  subject  he  must,  on 
his  first  admission,  submit  to  the  Committee  his 
Certificate  of  Naturalization. 

If  the  Clerk  has  been  a  Commissioned  Officer  in  the 
Regular  Army  or  Navy,  he  must  submit  to  the 
Committee  a  copy  of  the  "  London  Gazette  "  in 
v;hich  his  resignation  is  notified. 

If  the  Clerk  has  been  in  Partnership  out  of  The 
Stock  Exchange  he  must  submit  to  the  Committee 
a  copy  of  the  "  London  Gazette "  in  which  the 
disBolutipn  of.  his  Partnership  is  notified. 

23a 
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20.  I''"''"^  '^^  Application  for  a  Settling  Room  Clerk: 

(Rule  55.) 

f:^  Observe  the  Notes  at  foot  hereof. 

To  the  Committee  for  General  Purposes 

of  The  Stock  ExcluxTijb. 

Gentlemen, 

request  your  permission  to  introduce 

(Aged        ) 

„,  (  For  Admission  to  the 

as  Llerk,      ^         Settling  Room, 

for  the  year  commencing  ^otli  March,  19  ,  assur- 
ing you  that  lie  is  in  every  respect  eligible  in 
strict  conformity  with  Rules  Nos.  61,  62  and  63. 

Yours  faithfully, 

THE  stock  EXCHAN8I,  LONDON, 

of  19        . 


RuKE  61. — A  Member  applying  for  the  admission 
of  a  Clerk  must  satisfy  the  Committee — 

1.  That  the  Clerk  is  of  the  rcciuisite  age,  i.e.,  for  an 
Authorised  Clerk  21,  for  an  T'nauthorised  or 
Settling  Room  Clerk  17,  and  would  l>e  in  all  other 
respects  eligible  for  admission  as  a  Member. 

2.  That  he  has  obtained  a  satisfactory  Reference 
from  the  Clerk's  last  employer. 

3.  That  he  has  a  sufficient  knowledge  of  the  Clerk's 
jirevious  career. 

If  the  Clerk  has  been  a  Foreign  subject  he  must,  on 
his  first  admiBsion,  submit  to  the  Committee  his 
Certificate  of  Naturalization. 

If  the  Clerk  has  been  a  Commissioned  Officer  in  the 
Regular  Army  or  Navy,  he  mnst  submit  to  the 
Committee  a  copy  of  the  "London  Gazette"  in 
which  his  resignation  is  notified. 

If  the  Clerk  has  been  in  Partnership  out  of  The 
Stock  Exchange  he  must  snbmiv  to  the  Committee 
a  copy  of  the  "London  G»a°tte"  in  which  the 
dissolution  of  his  Partnership  is  notified. 
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21-  Form    of    Application    for    a  Temporary   Un- 

authorised Clerk. 

(Rule  57.) 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

request  your  permission  to  introduce  from  the 
to 

(Aged  ) 

as        Clerk,  Unauthorised,  temporarily,  in  lieu  of 

who  is  serving  with  the 

at  during 

that  period. 

Yours  faithfully, 

THE  STOCK  EXCHANGE,  LONDON, 

of  19     . 


With  the  concurrence  of  the  Trustees  and 
Managers,  the  Committee  will  be  prepared  to  allow 
Settling  Eoom  Clerks  to  enter  the  House  to  take 
the  place  of  Unauthorised  Clerks  who  may  be  ab- 
sent as  Members  of  the  Territorial  Force  for  the 
period  of  their  Annual  Training  in  Camp. 

They  will  also  be  prepared  to  admit  temporary 
Unauthorised  Clerks  for  a  similar  purpose. 

The  Trustees  and  Managers  have  consented  to 
waive  any  entrance  fee  or  subscription  in   respect 

of  such  temporary  Clerks. 

22-  Form  of  Application  for   a   Temporary    Settling 

Room  Clerk. 

(Rule  57.) 

To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

request  your  permission  to  introduce  from  the 
to 

(Aged  ) 
as  Clerk,  for  Admlssion  to  the  Settling  Roomb 
temporarily,  in  lieu 
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who  is  serving  with  tho 
at  duriug  that 


period. 


Yours  faithfully, 

THE  STOCK  KXCHANGE,  LONDON, 

of  19 


With  the  concurrence  of  tho  Trustees  ami  Man- 
agers, the  Corainitlee  will  be  prepared  to  allow 
Settling  Room  Clerks  to  enter  the  House  to  lake 
the  place  of  Unauthorised  ("lerks  who  mny  he  aij- 
sent  as  Members  of  the  Territoriiil  Force  for  the 
period  of  their  Annual  Training  in  Carap. 

They  will  also  be  prepared  to  admit  temporary 
Unauthorised  Clerks  for  a  similar  purpose. 

The  Trustees  and  Managers  have  consented  to 
waive  any  entrance  fee  or  sul)scrlption  in  n-spcct 
of  such  temporary  Clerks. 

23-  Clerks  registered  for  Admission  to  the  Decod- 

ing Koom. 

(Rule  .58.) 
IFP"Observe  the  Notes  at  foot  hereof. 
To  the  Committee  for  General  Purposes 

of  The  Stock  Exchange. 

Gentlemen, 

request  your  permission  to  register 

(Aged         ) 
as  •  Clerk,  fok  Admission  to  the  Decoding 

Rooms, 
for  the  year  commencing  25th  March,  19     . 

Yours  faithfully, 

THE  STOCK  EXCHANGE,  LONDON, 

of  19    . 


•  If  the  Clerk  is  already  an  Unauthorieed  or  Settling 
Eoom  Clerk  it  must  be  bo  stateiL 
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REGULATIONS  AS  TO  REGISTRATION  OF 
DECODING  ROOM  CLERKS. 

Members  having  seats  in  the  Decoding  Room 
shall  be  required  to  register  the  names  of  the 
Clerks  they  wish  to  employ  in  the  room,  and  may 
so  register  two  Clerks  for  each  seat,  but  only  one 
Clerk  per  seat  may  be  employed  in  the  room  at 
any  time. 

Members  applying  to  register  Clerks  must  at- 
tend before  the  Clerks'  Sub-Committee  to  receive 
permission,  which  the  Committee  may  withdraw 
at  any  time.  All  Clerks  admitted  to  the  Decoding 
Room  shall  be  bona  fide  Clerks  of  the  Members 
who  renc  seats. 

If  Clerks  so  admitted  have  not  the  right  also  to 
enter  The  Stock  Exchange  or  the  Settling  Rooms, 
service  in  the  Decoding  Room  shall  not  reckon 
towards  qualification  for  Membership  or  Authori- 
sation, but  service  in  the  Decoding  Room  shall 
not  disqualify  Clerks  who  also  have  admission  to 
The  Stock  Exchange  or  the  Settling  Rooms. 

In  a  case  of  emergency  a  Member  may  make 
written  application  for  the  temporary  substitution 
of  an  unregistered  Clerk  for  a  registered  Clerk 
which  mus-t  be  approved  by  the  signature  of  either 
the  Chairman  or  the  Deputy-Chairman,  but  such 
permission  shall  only  hold  good  until  the  next 
meeting  of  the  Clerks'  Sub-Committee. 


24-  Form  of  Letter  to  be  sent  to  a  Member  on  the 

Admission  of  an  Authorized  Clerk  : — 

(Rule  6(5.) 

Committee  Room,  ' 

The  Stock  Exchange, 
London, 19 

Dear  Sir    , 

I  am  directed  to  acquaint  you  that  the  Commit- 
tee have  allowed  your  application  for  the  introduc- 
tion of  Mr. 
as  your  Clerk 
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AUTIIOKIHED 

for  llie  yt'ivr  commencing  25th  March,  19 
I  am,  Dear  Sir    , 

Yours  faithfully. 
El)  \V A Fv  1 )  S ATT  fcJRTE  W A 1 TE, 
Secretary  to  the  Committee  for  General  I'urposes. 

Tn 

25.  t'orm  ot  I.elter  to  he  sent  to  a  Member   on    ihe 

Adnii.ssiou  of  au  Unauthorised  Clerk  : — 

(Kule  00.) 
Committee  Room, 

The  St(x;K  Exchange, 
London, 19 

Deak  Sir    , 

I  am  directed  to  accjuaint  you  that  the  Commit- 
tee have  allowed  your  application    for   the    intro- 
duction of  Mr. 
as  your  Clerk 

Unauthorised 
for  the  year  commencing  25th  March,  19 

I  enclose  Badge  No 

I  am,  Dear  Sir     , 

Yours  faithfully, 
E  D  WARD  SATTERTHWA 1  TE, 
Secretary  to  the  Committee  for  General  Purposes. 
To 

Employers  will  be  held  responsible  for  the  strict 
observance  of  the  followinc;  Regulations: 

(1)  Unauthorised  Clerks  are  not  allowed  to  trans- 

act business  of  any  sort,  whether  in  the 
nature  of  purchase,  sale  or  contango,  in 
The  Stock  Exchange  or  elsewhere. 

(2)  UnauthoHsed  Clerks  are  not  allowed  to  loiter 

in  The  Stock  Exchange. 

(3)  Unanthorised  Clerks    ar?  required   to  wear 

their  Badges  iji  accordance  with  the  Regu- 
lations, i.e.,  in  the  lapels  of  their  coats. 
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26.  Form  of  Letter  to  be  sent  to  a  Member  on  the 

Admission  of  a  Settling  Room  Clerk  : — 

(Rule  66.) 
Committee  Room, 

The  Stock  Exchange, 
London 19     . 

Deae  Sib    , 

I  am  directed  to  acquaint  you  that  the  Commit- 
tee have  allowed  your  application  for  the  introduc- 
tion of  Mr. 
as  your  Clerk 

FoK  Admission  to  the  Shttling  Room 
for  the  year  commencing  25th  March,  19 
I  enclose  Badge  No 

I  am,  Dear  Sir     , 
Yours  faithfully, 
EDWARD  SATTERTHWAITE, 
Secretary  to  the  Committee  for  General  Purposes. 
To 


Employers  will  be  held  responsible  for  the  strict 
observance  of  these  Regulations  : 

(1)  Settling  Room  Clerks   are   only  allowed    to 

enter  the  Settling  Room. 

(2)  Settling  Room  Clerks  are  required    to  wear 

their  badges  in  accordance  with  the  Regu- 
lations, i.e.,  in  the  lapels  of  their  coats. 

27-  Form  of  Letter  to  be  sent  to  a   Member  on   the 

admission  of  a  Tempoi'ary  Unauthorised  Clerk. 

(Rule  m.) 

Committee  Room, 

The  Stock  Exchange, 

London, 19 

TERRITORIA.L  TRAINING. 

Dear  Sir    , 

I  am  directed  to  acquaint  you  that  the  Commit- 
tee have  allowed  your  application  for  the  introduc- 
tion of  Mr. 
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as  your  Clerk 

UXAUTHOEISED,  temporarily, 

in  lieu  of 

1  enclose  Badge' No which  please 

return  on 

I  am,  Dear  Sir     , 

Yours  faithfully, 
EDWARD  SATTEKTHWAITE. 
Secietary  to  the  Cumuiitiee  for  General  Purposes. 


To 
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Employers  will  be  held  responsible  for  the  strict 
observance  of  the  followini;  Regulations  : 

(1 )  Unauthorised  Clerk  s  are  not  al  lowed  to  trans- 

act business  of  any  sort,  whether  in  the 
nature  of  purchase,  sale  or  contango,  in 
The  Stock  Exchange  or  elsewhere. 

(2)  Unanthorii-ed  Clerks  are  not  allowed  to  loiter 
in  The  Stock  Exchange. 

(;'))  Unauthorised  Clerks  aie  ref|uired  to  wear 
their  Budges  in  accordance  with  the  Regula- 
tions, i.e.,  in  the  lapels  of  their  coats. 

28-  Eorm   of  Letter  to  be  sent  to  a  ^leniber  on   the 

admission  of  a  Temporary  Settling  Room  Clerk. 

(Rule  66.) 

CoMMiTTEK  Room, 

The  Stock  Exchange, 
London,  19     • 

TERRITORIAL  TRAINING. 

Dear  Sir    , 

I  am  directed  to  aecpiaint  you  that  the  Commit- 
tee have  allowed  your  application  for  tiie  introduc- 
tion of  Mr. 
as  your  Clerk 

For  Admission   to  the    Settling    Room,    tempo- 
rarily, in  lieu  of 
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I  enclose  Badge  No which  please 

return  on 

I  am,  Dear  Sir     , 
Yours  faithfully, 
EDWARD  SATTERTHWAITE. 
Secretary  to  the    ■ominittee  for  General  Purposes. 

To 

Employers  will  be  held  responsible  for  the 
strict  observance  of  these  Regulations  : 

(1)  Settling  Room  Clerks  are  only  allowed  to 
enter  the  Settling  Room. 

(2)  Settling  Room  Clerks  are  i-equired  to  wear 
their  Badges  in  accordance  with  the  Regulations, 
i.e.,  in  tlie  lapels  of  their  coats. 

29-  Form  of  Letter  to  be  sent  to  a  Member  on  the 

admission  of  a  Decoding  Room  Clerk. 

(Rule  58.) 

Committee  Room, 

The  Stock  Exchange, 

LoN  DON, 19 

Dear  Sir     , 

I  am  directed  to  acquaint  you  that  the  Commit- 
tee have  allowed  your  application  for  the  registra- 
tion of  Mr. 
as  your  Clerk 

For  Admission  to  the  Decoding  Rooms 
for  the  year  commencing  •25th  March,  19     . 

I  am,  Dear  Sir     , 

Yours  faithfully, 
EDWARD  SATTERTHWAITE, 
Secretary  to  the  Committee  for  General  Purposes. 

To 


REGULATIONS  AS  TO  REGISTRATION  OF 
DECODING  ROOM  CLERKS. 

Members  having  seats    in  the  Decoding   Room 
shall   be   required   to  register  the   names   of   the 
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Clerks  tliey  wish  lo  Lmploy  in  the  room,  and  may 
so  register  tivu  (Ut-iks  lor  eacli.  ^cai,  but  only  one 
('lerk  por  st-at  may  l)e  employed  in  the  room  at 
any  tiinf. 

Members  api-Iying  to  register  Clerks  must 
attend  before  tlie  Clerks*  Sub-Committee  to 
receive  ptnnission,  whieh  the  Committee  may 
withdraw  at  any  lime.  All  Clerks  admitted  to  the 
Decoding  Room  shall  be  bona  fide  ClerkB  of  the 
Meml)ers  who  rent  seats. 

If  Clerks  so  admitted  have  not  the  rij^ht  also  to 
enter  The  Stock  Exchange  or  the  Settling  Rooms, 
service  in  the  Uecoiling  Room  shall  not  reckon 
towards  iiualitication  lor  Membership  or  Anthori- 
sation,  but  service  in  the  Decoding  Room  shall  not 
di>-(|Uiility  Clerks  w  ho  also  have  admission  to  The 
Stock  Exchange  or  tlie  Settling  Rooms. 

In  a  case  of  emergenc}-  a  Meml>er  may  make 
written  application  for  the  temi)orary  substitution 
of  an  uiiregisteied  Clerk  for  a  registered  Ckrk 
whieli  must  l)e  approved  by  the  signaiure  of 
either  the  Cliaiiman  or  tiie  Deputy-Chairman,  but 
such  permission  ^hall  only  hold  good  until  the 
next  meeting  of  the  Clerks'  Sub-Committee. 
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CLERKS'  BADGES. 
(Eule  65.) 


30.  Regulations  as  to  Clerks'  Badges  : — 

1.  An   Unauthorised  Clerk  will  not  be  allowed 

to  enter  the  House  or  the  Settling  or  Check- 
ing Rooms  without  a  Blue  Badge  worn  in 
the  lapel  of  the  coat,  and  a  Settling  Room 
Clerk  will  not  be  allowed  to  enter  the  Set- 
tling Room  without  a  Red  Badge  worn  in  the 
same  manner. 

2.  The  only  Badges  authorised  are  those  issued 
from  the  Secretary's  Office,  and  Members  are 
required  to  notify  their  loss  to  the  Secretary. 

3.  If  a  Badge  be  lost,  a  fine  of  10s.  is  to  be  paid 
to  tlie  Trustees  and  Managers. 

4.  A.  Member  withdrawing  a  Clerk  is  to  return 
the  Badge  to  the  Secretary's  Office  at  the 
date  when  the  withdrawal  takes  effect. 

5.  A  Member  autliorising  aC!!erk  or  promoting 
a  Settling  Room  Clerk  to  the  House  is  to 
return  the  Clerk's  Badge  as  soon  as  the 
change  is  passed  by  the  Committee. 
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REFERENCE   BY   NON-MEMBER. 


3^.  Form  III"  Keforcncc  by  Noii-Meinl)er  : — 

(Kule  7;i) 
To  tJie  Committee  for  Qenfral  Purjwaea  of 

The  Stock  Exchange,  London  ; 

III  the  ^^!^tter  of  a  Complaint  between 
and 

Cii;MI,KMKX, 

I  ill)  hereby  consent  to  refer  this  matter  t(j  you 
and  I  undertake  to  he  Ijouud  by  the  said  reference, 
and  to  abide  by  and  forthwith  to  carry  into  effect 
your  Award,  Resolution  or  decision  in  this  matter, 
in  the  same  manner  as  if  I  were  a  Member  of  The 
Stock  Exchange  ;  and  I  further  undertake  not  to 
institute,  prosecute,  or  cause,  or  procureLto  be  insti- 
tuted, or  prosecuted,  or  take  any  part  in  proceed- 
ings, either  civil  or  criminal,  in  respect  i/f  the  case 
submitted.  And  I  consent  that  the  Committee 
may  proceed  in  accordance  with  their  ordinary 
rules  of  procedure,  and  I  undertake  to  be  bound  by 
the  same.  Also  that  the  Committee  may  proceed 
ex  parte  after  notice,  and  that  it  shall  be  no  objec- 
tion that  the  Members  of  the  Committee  present 
vary  during  the  enquiry,  or  that  any  of  them  may 
not  have  heard  the  whole  of  the  evidence,  and  any 
Award  or  Resolution  of  the  Committee,  signed  by 
the  Chairman  for  the  time  being,  sliall  be  conclu- 
sive that  the  same  was  duly  made  or  [lassed,  and 
that  the  reference  was  conducted  in  accordance 
with  the  practice  of  the  Committee.  And  I  hereby 
agree  that  this  letter  shall  be  deemed  to  he  a  sub- 
mission to  arbitration  within  the  meaning  of  the 
Arbitration  Act,  1889. 


amp. 
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ARBITRAGE   BUSINESS. 
(Rule  86.) 

32.  19     . 

To  the  Secretary  to  the 

Committee  for  General  Furjpoaes, 

Stk, 

^  beg  to  apply  under  Rule  86  for  authority  to 

carry  on  Arbitrage  Business  until  the  26th  March, 

19     ,  with 

* 


.of. 


Ono 
of 


in  connection  Arith  — ^businesB  as.jlir^i^^?!"  J  lines 

Dealers  i  to  be 


',  8  truck 
L  out. 


I  am     Q. 

Yours  faithfully. 


Rule  86. — Subject  to  annual  authorisation  by  the 
Committee  a  Member  whether  Broker  or  Dealer, 
may  carry  on  Ar]>itrage  business  outside  the 
United  Kingdom  with  a  Non-Member,  but  a  Broker 
so  authorised  shall  not  make  prices  or  otherwise 
carry  on  the  business  of  a  Dealer,  and  a  Dealer 
so  authorised  shall  not  act  as  an  Agent  by  execut- 
ing orders  for  such  Non-Member. 

*  Note. — The  names  of  Members  authorised  to  trans- 
act Arbitrage  Business  will  be  placed  on  a  list  which 
will  be  open  to  the  inspection  of  Members  in  the 
Secretary's  OfiBco,  but  the  Dame.=!  and  addresses  of  their 
correspondents  will  not  be  disclosed. 

REGULATION  FOR  ARBITRAGE 
AUTHORISATION. 

Except  under  special  circumstances  permission 
will  not  be  granted  to  any  Member  to  carry  on 
Arbitrage  business  Avith  more  than  one  correspond- 
ent in  the  same  Town. 
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301) 


OFFICIAL   LIST  OF  MAKING-UP  PRICES. 
(Rule  9!'.) 


33.       Regulations  as  to  the  inclusion  of  securities  in  The 
t>tock  Exchange  Oflicial  List  of  Making-up  Prices  : 

(1)  The  List  shall  bo  subject  to  Revision  at 
intervals  of  not  more  than  three  months. 

(2)  A  Making-up  Price  shall  be  fixed  for 
Securities  open  for  Special  Settlement,  and  the 
I'rice  so  fixed  shall  be  published  in  a  supplement- 
ary List  of  Making-up  Prices  to  be  had  on  applica- 
tion to  tlie  Managers  of  the  Official  Lists  by 
Bubseribers  to  the  Official  List  of  Making-up 
Prices. 

(3)  Securities  not  undertaken  by  the  Settle- 
ment Defiartment  shall  only  be  included  in  tlie 
Official  List  of  ]\lakiug-up  Prices  for  ordinary 
accounts  subsequent  to  the  Special  Settlement 
upon  the  signed  requisition  of  Five  Members  or 
Firms,  Two  of  whom  at  least  shall  be  Brokers. 

(4)  Securities  undertaken  by  the  Settlement 
Depsirtment  shall  be  included  in  tlie  Official  List 
of  Making-ap  Piiccs  for  ordinary  accounts  ^ub- 
sequent  to  the  Special  Settlement  without  re- 
quisition. 
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MARKING  BARGAINS. 


34-.  Regulations  as  to  Marking  Bargains  : — 

(Rules  154,  155,  156,  157  and  158.) 

(1)  Bargains  in  Shares  of  a  less  value  than  £5 
will  be  marked  in  shillings  and  pence  in 
multiples  of  threepence,  those  done  at  frac- 
tions of  a  pound  being  converted  into  shillings 
and  pence.  In  all  other  Shares  or  Securitie? 
Bargains  may  be  marked  in  thirty-seconds. 

(2)  The  distinguishing  signs  referred  to  in  Rule 

156  are : 

t  Small  Bonds  at  special  prices. 

X  Exceptional  Bargains. 

§  Small  amounts  free  of  Stamp  and  fee. 
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SPECIAL  SETTLEMENTS. 


35-  'I'lic  followinjj;  docnraetits  and  jiaiticularH  should  be 
soiit  to  the  Secretary  ot  the  Share  and  Loan  Depart  nil, 
when  application  is  made  for  a  Special  Settlement: — 

(Rules  149  and  150.) 
A  SCRIL*  OR  BONDS  OF  NEW  LOANS. 

A  Specimen  of  the  Scrip  or  Bond. 

A  Copy  of  the  pio.'^pectu.s,  circular  or  advertisement 
relating  to  the  i.«sue. 

A  Statutory  Declaration  stating  : 

1.  The  amonnt  allotted 

(a)  to  the  public. 
(h)  to  others. 

2.  The  distinctive   numbers   and    denomination    of 
each  Class  of  Scrip  or  Bond. 

3.  The  amount  paid  up  thereon. 

4.  That    the    Scrip    or    Bonds    are    ready    to    he 
deliverecL 

B  SHARES  OF  NEW  COMPANIES. 

The  Certificate  of  Incorporation. 

A  Specimen  of  the  Share  Certificate. 

A  Copy  of  the  Pros]iectus,  the  Statement  in  lieu  of 
Prospectus  as  filed  with  the  Registrar  of  Joint  Stock 
Companies,  Circular  or  Advertisement  relating  to  the  issue. 

A  specimen  call  letter. 

Certified  printed  Copies  of  Contracts  relating  to  the  issue 
of  Shares  credited  as  fullv  or  partly  paid. 

S.E.  24 
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A  letter  from  the  Secretary  of  the  Company,  stating — 

1.  That  the  Share  Certificates  are  ready  to  be  issued. 

2.  The  distinctive  numbers  of  the  shares  allotted — 

(a)  to  the  public ; 
(fe)  to  the  vendors. 

3.  The  particulars  of  the  Company's  Capital, 

4.  The    nominal   amount   of  each    share,   and    the 

amount  paid  in  cash  or  credited  as  paid  on  each 
share. 

5.  In  cases  where  the  whole  of  the  Capital  has  not 

been  issued  at  the  time  the  application  is  made, 
whether  the  unissued  shares  are  Vendors'  Shares 
or  are  held  in  reserve  for  future  issue. 

C         STOCK  OE  DEBENTURE  STOCK  OF  NEW 
COMPANIES. 

A  Specimen  of  the  Scrip  or  Stock  Certificate. 

A  Copy  of  the  Prospectus,  the  Statement  in  lieu  of 
Prospectus  ,as  filed  with  the  Registrar  of  Joint  Stock 
Companies,  Circular  or  Advertisement  relating  to  the  issue. 

A  letter  from  the  Secretary  of  the  Company,  stating— 

1.  The  amount  allotted — 

(a)  to  the  public  ; 
(fe)  to  others. 

2.  The  amount  paid  in  cash  per  £100  Stock. 

3.  That  the  Scrip  or  Stock  is  ready  to  be  issued. 


24a 
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OFFICIAL  QUOTATIONS. 
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36 

A  CONDITIONS  PRECEDENT  TO  AN 

APPLICATION  EOK  OFFICIAL  QUOTATION. 
(Rules  IM  and  152.) 

1.  That  the  Prospectus — 

Shall  have  been  publicly  advertised; 

Agrees  substantially  with  the  Act  of  Parliament 
or  Articles  of  Association  ; 

Provides  for  the  issue  of  not  less  than  one  half  of 
the  Authorised  Capital  and  for  the  payment 
of  10  per  cent,  upon  the  amount  subscribed  ; 

If  offering  Debentures  or  Debenture  Stock  states 
fully  tlie  terms  of  redemption. 

In  cases  where  a  Company  has  sold  an  issue  of 
Debentures  or  Debenture  Stock  whicli  is 
subsecjuently  offered  for  public  subscription 
either  by  the  Company  or  any  subse(|uent 
purchiiser,  states  the  authority  for  the  issue 
and  all  conditions  of  sale. 

2.  That   two-thirds  of  the  amount  proposed  to  be 

issued  of  any  class  of  Shares  or  Securities, 
whether  such  issue  be  the  whole  or  a  part  of  the 
authorised  amount,  shall  have  been  applied  for 
by  and  unconditionally  allotted  to  the  public, 
Shares  or  Securities  granted  in  lieu  of  money 
payments  not  being  considered  to  form  a  part  of 
such  public  allotment 

:\  That  the  Articles  of  Association,  ano  the  'i'rust 
Deed  where  such  is  required,  contain  the 
provisions  specified  hereafter. 

4.  That  the  Certificate  or  Bond  is  in  the  form 
approved. 
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B  ARTICLES  OP  ASSOCIATION. 

Articles  of  Asaociation  should  contain  the  following  pro- 


vision b  :- 


1.  That  none  of  the  funds  of  the  Company  shall  be 
emph>yed  in  the  purchase  of,  or  in  loans  upon 
the  security  of  its  own  Shares  ; 

2.  That  Directors  must  hold  a  share  qualification ; 

3.  That  the  borrowing  powers  of  the  Board  are 
limited ; 

4.  That  the  non-forfeiture  of  dividends  is  secured ; 

5.  That  the  common  form  of  transfer  shall  be  used ; 

6.  That  all  Share  and  Stock  Certificates  shall  be 
issued  under  the  Common  Seal  of  the  Company, 
and  shall  bear  the  signatures  of  one  or  more 
Directors  and  the  Secretary  ; 

7.  That  fully- paid  Shares  shall  be  free  from  all  lien; 

8.  That  the  interest  of  a  Director  in  any  contract 
shall  be  disclosed  before  execution,  and  that 
such  Director  shall  not  vote  in  respect  thereof ; 

9.  That  the  Directors  shall  have  power  at  any  time 
and  from  time  to  time  to  appoint  any  other 
qualified  person  as  a  Director  either  to  fill  a 
casual  vacancy  or  as  an  addition  to  the  Board, 
but  so  that  the  total  number  of  Directors  shall 
not  at  any  time  exceed  the  maximum  number 
fixed ;  but  that  any  Director  so  appointed  shall 
hold  oflSce  only  until  the  next  following  Ordi- 
nary General  Meeting  of  the  Company,  and 
shall  then  be  eligible  for  re-election  ; 

10.  That  a  printed  copy  of  the  Eeport,  accompanied 
by  the  Balance  Sheet  and  Statement  of  Accounts, 
shall,  at  least  seven  days  previous  to  the  General 
Meeting,  be  delivered  or  sent  bj-  post  to  the 
registered  address  of  every  member,  and  that 
two  copies  of  each  of  these  documents  shall  at 
the  same  time  be  forwarded  to  the  Secretary  of 
the  Siiare  and  Loan  Department,  The  Stock 
Exchange,  I^ondon ; 
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11.     That  the  charge     fora   new    Sharp    Certificate 
issued   to  replace  o.,e   that  has  been    worn  out. 
lost,  or  destroyed  shall  not  ex.eed  one  shilling. 
^  TRUST  DEEDS. 

Tnist  need3  should  contain  th-  following  vrovisiona  :— 

1.  Where  provision  is  made  that  the  security  shall 
be  repayable  at  a  i)reinium,  either  at  a  fixed 
dale  or  at  any  time  upon  notice  having  been 
given,  the  Trust  Deed  must  further  provide 
that  should  the  Company  go  into  voluntary 
liquidation  for  the  purpose  of  amalgamation  or 
reconstruction  the  security  shall  not  be  repay- 
able at  a  lower  price. 
±  The  following  clause  should  be  inserted  in  all 
Deeds  : — 

"The     statutory     power    of     appointing     new 
"  Trustees  hereof  shall    he  vested  in   the  Com- 
"  pauy  but  a  Trustee  so  appointed  must  in  the 
'•  first  place  he  approved  of  by  a  Resolution  of 
"  the  Debenture  (or  Debenture  Stock)   holders 
"  passed  in  tlie  manner  specified  in  the 
••  Schedule  hereto.     A  Corporation  or  Company 
"  may  be  appointed  a  Trustee  of  these  presents." 
3.     In  the  clause  regulating  the  convening  of  meet- 
ings of    the    Debenture    (or  Debenture    Stock) 
holders,  the  following  words  should  be  inserted, 
"  and  the  Trustee  or  Trustees  shall  do  so  upon 
"  a  requisition   in  writing  signed  by  holders  of 
"  at  least  one-tenth  of  the  nominal  amount  of 
"  Debentures     (or    Del)onture    Stock)     for    the 
"time  being  outstanding." 
4.     The  clause  defining  an  "  E.vtraordinary  Resoln- 
tion"'     must     provide     that     "   the     expression 
"  '  Extraordinary  Kesolution'  means  a  resolution 
"  passed    at   a    meeting    of  the    Debenture    (or 
"  Debenture     Stock)     holders     duly     convened 
"  and  held  at   which  a    clear    majority  in    value 
"of  the  whole  of  the    Debenture  (or  Debenture 
"  Stock)    holders    is    present   in    person    or  by 
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"  proxy  and  carried  by  a  majority  consisting 
"  of  not  less  than  three-fourths  of  the  persons 
"voting  thereat  upon  a  show  of  hands,  and  if 
"a  poll  is  demanded  then  by  a  majority  con- 
.  "  sisting  of  not  less  than  three-fourths  in 
"  value  of  the  votes  given  on  such  poll." 

6.  Should  Debentures  or  Debenture  Stock  be 
"  entitled  "  First  Mortgage,"  provision  must  be 
"  made  for  the  creation  of  a  specific  first  mort- 
"  gage  in  favour  of  the  Debenture  or  Deben- 
"  ture  Stock  holders. 

D  SHARE  AND  STOCK  CERTIFICATES. 

A.11  certificates  should  state  on  their  face  the  authority 
under  which  the  Company  is  constituted  and  the  amount  of 
the  aiithorised  Capital  of  the  Company. 

All  Certificates  should  bear  a  footnote  to  the  effect  that 
no  Transfer  of  any  portion  of  the  holding  can  be  registered 
without  the  production  of  the  Certificate. 

Where  the  Capital  of  a  Company  consists  of  more  than 
one  clp.ss  of  Shares  of  the  same  denomination,  the  distinctive 
nnmbers  of  the  Shares  of  each  class  must  be  printed  on  the 
face  of  the  Share  Certificates. 

All  Preference  Share  Certificates-should  bear  on  their  face 
a  statement  of  the  Company's  Capital  and  the  conditions, 
botli  as  to  Capital  and  dividends,  under  which  the  Shares  are 
issued. 

Debentures  and  Debenture  Stock  Certificates  should,  in 
addition  to  legal  requirements,  state  on  their  face  the 
authority  under  which  the  Company  is  constituted,  the 
nominal  Capital  of  the  Company,  the  dates  when  the  interest 
on  the  Debentures  or  Debenture  Stock  is  payable,  and  the 
authoiity  under  which  the  issue  is  made  (i.e.,  Articles  of 
Association  and  resolutions)  ;  and  on  their  back  the  conditions 
of  issue,  redemption,  and  transfer. 

E  BONDS. 

Bonds  must  specify  the  amount  and  conditions  of  the  loan 
the    powers   under  which  it  has    been    contracted    and    the 
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Ihftwn  the  mffbauiKm  farra  can  be  imnKid   Sor  KipoftTure 
A  eopj  «f  tiie  pnacpecsiis. 

III  ttbe  'camt  vi.  DebeannreE  (Sr  EkbenniEne  SiicicdE  liie  Trnsi 
Defli  'jfhen  ymnffliflp  lie£cs«  execfoagiiij. 

G    A&ea-  ibe  apslaBKiaoai  £Bra  kae  iaatm  n^gswd  t^acre  SKitr: 

■kw  lie  snapfffied  is  ibe(anKe«t: — 

gHABBg- 

Tbe  C«8ilafieafte  «ff  LBecerpwaxioaiL  a<t«d  tiie  CertJi&esK:  i<Lat 

A^aaeaKtBOB. 

Tte  AUknancaiC  Botk  «miit!unas>g  a  Lim  «ff  Af^iHitauut^  tbe 
■txaBubcr  ag^fiiSed  isr  bj  «sdb  «B(fl  i^  imsak  <tf  «m:^  Ap^li* 
cfturanu     ■wTMhi    »    S—KBTf  sagaoed  br  tbe    C^iimtaBu  askd 

^oniiid  ibe  s^SfOtBieBft  liaw  li&dQeai  p'la»>  «t  -s'"  ioiiemiS  taf 
Hcz  xxKnni^  <gr  mere  bcAare  iftie  c.:.  .cstoau,  s 

■oertiijft^d  r-Bl  <vi  ftPvmaA  AagAcfldeg^  » ^  -  u  .^     -^  :-z^ quired. 

A  cri^j  >«£  ibe   Lerciier  -off  AUkmrneBet   a»d  i^  daae  -witfca 

•wnwrMtt  «<  Depaaac  wmeaned  bj  -t&nm,  avnd  ike  mmaJttfa'  of 
Shaine»  <Mi  viiiicfti  cwek  Deftudoic:  <(£.&,  ajjpljreaaMi  imtj  *»V 
boats  ^  P^  Sbre)  Kwe  pairA. 
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Authenticated  copies  of  all  Concessions  and  similar 
documents,  with  notarially  certified  printed  translations,  and 
certified  printed  copies  ot  all  Contracts  and  Agreements. 

A  Statutory  Declaration  by  the  Chairman  and  Secretary, 
stating  the  following  particulars — 

1.  That  the  Prospectus  complies  with  the  provisions  of 

the  Companies  (Consolidation)  Act,  1908. 

2.  That  all  documents  required  by  the  Companies  (Con- 

solidation) Act,  1908,  have  been  duly  filed  with  the 
Registrar  of  Joint  Stock  Companies,  and  the  dates 
of  filing. 

3.  The  number  of  Shares  applied  for  by  the  public. 

4.  The    number   of    Shares    allotted   unconditionally   to 

the    public    (Nos.  to  ),   and   the    amount 

per  Share  paid  thereon  in  cash. 

5.  The  number  of    Shares   allotted  for   a    consideration 

other  than  cash  (being  Nos.         to        ). 

6.  The  amount  of  deposits  paid,   and  that  such  deposits 

are  absolutely  free  from  any  lien. 

7.  That  the  Share    Certificates   are   ready  for    delivery, 

that  the  purchase  of  the  properties  has  been 
completed,  and  the  purchase-money  paid,  and  that 
no  impediment  exists  to  the  settlement  of  the 
Account. 

8.  The  total  number  of  Allottees  and  the  largest  number 

of  Sliares  (a)  applied  for  by  and  (b)  allotted  to  any 
one  applicant. 

H     After  the  application  form  has  been  signed  there  must  be 
supplied  in  the  case  of — 

DEBENTURES  AND  DEBENTURE  STOCK. 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  and 
the  Certificate  that  the  Company  is  entitled  to  commence 
business. 

A  Certified  printed  copy  of  the  Mortgage  Deed  or  other 
similar  document,  and  the  Official  Certificate  of  the  Registra- 
tion of  the  Mortgage  or  Charge. 
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Certified  copies  of  the  Articles  of  Association,  Rosolutioiift, 
or  other  authority  for  the  present  issue. 

Two  Cortitied  copies  of  the  Prospectus. 

The  original  Letters  of  Application. 

The  Allotment  Book  containing  ;i  list  of  ap])1icants,  the 
amount  a[)('lied  for  by  each,  and  the  result  of  t-acii  applica- 
tion, with  ii  summary  of  the  whole,  signed  by  the  Chairman 
and  Secretary. 

Should  the  Jtllotment  liave  taken  place  at  an  interval  of  six 
months  or  more  before  the  date  of  the  apjdication,  a  Certified 
List  of  present  Stockholders  will  also  be  required. 

A  copy  of  the  Allotment  Letter,  and  the  date  whei.  posted. 

A  Specimen  of  the  Debentures  or  Debenture  Stock 
Certificate,  and  uf  the  Scrip  where  Scrip  is  issued;  Certifi- 
cates of  Debenture  Stock  allotted  to  vendors  in  lieu  of  money 
payments  being  enfaced  "  Issued  to  Vendors." 

A  copy  of  the  last  published  Report  :ind  Accounts. 

The  Bankers'  Pass  Book,  accompanied  by  a  Certificate,  on 
a  special  form,  from  the  Company's  Bankers,  stating  tlie 
amount  of  Deposits  received  Vn"  them  and  the  amount  of 
Debentures  or  Debentuie  Stock  on  which  such  Deposits  (i.e., 
application  money  only,  being  £'         per  Del)enture)  were  paid. 

A  Statutory  Dechiration  by  the  Chairman  and  Secretary 
stating — 

1.  That  the  Prospectus  complies  with  the  provisions 

of  the  Companies  (Consolidation)  Act,  1908,  and 

tliat    nil  documents    required  by    that  Act    have 

been  duly  filed  with  the  Registrar  of  Joint  Stock 

Companies  and  the  dates  of  filing. 

2.  Tiie  amount  of  Stock  applied  for  by  the  public. 

3.  The  amount  unconditionally  allotted  to  the  public 

(Nos.  to  ). 

4.  The  amount,  ri2.  :  £  %,   paid  tiiereon   in 

cash. 

5.  The  amount   allotted    for   a  consideration  other 

than  cash  (Nos.  to  ). 
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6.  The  total  amount  of  Deposits,  and  that  such  de- 
posits are  absolutely  free  from  any  lien, 

7.  That  the  Debentui-es  or  Debenture  Stock  Certifi- 

cates are  ready  for  delivery,  and  that  there  is  no 
impediment  to  the  settlement  of  the  Account. 

8.  That  a  Trust  Deed  has  been  executed  and  com- 

pleted, if  such  he  the  case. 

9.  The  effect  of  such  Trust  Deed,  and  the  nature  of 
the  charge  created  thereby  in  favour  of  the 
Debenture-holders. 

10.  The  total  number  of  Allottees. 

11.  The  largest  amount  of  Debentures  or  Debenture 
Stock  (a)  applied  for  by,  and  (b)  allotted  to  any 
one  applicant. 

A  Statutory'  Declaration  by  the  Chairman  and  Secretary, 
stating  — 

1.  The   total  amount    of  the   Authorised  Capital  of 
the  Company,  and  how  constituted. 

2.  The  number  of  Shares  alhttted  unconditionally  to 
the  public  (Nos.  to  ),  and  the  amount  paid 
on  each  Share  in  cash. 

3.  The  number  of  Shares  taken  by  Concessionnaires, 

Owners  of  Property,  Contractors  or  other  parties 
not  included  in  the  public  allotment  (beins; 
Nos.         to         ). 

4.  That  the  Share  Certificates  have  been  delivered; 
that  the  purchase  of  the  properties  has  been 
completed  and  the  purchase  money  paid. 

SCRIP. 

I  In   addition  to   the  requirements    made  in   the   case 

of  definitive  Stock   or  Bonds,  a  Specimen  of  the  Scrip 
Certificate  must  be  supplied. 

K  After    the  application   form  has    been    signed  there 

must  be  supplied  in  the  case  of — 

FURTHER  ISSUES. 

A  King's  printers'  copy  of  the  Act  of  Parliament  authoris- 
ing the  Resolutions,  &c.,  creating,  and  the  Circular  or 
Prospectus  offering,  the  new  issue. 
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If  Shares  have  been  issued  credited  as  tuUy  or  partly  paiJ, 
certified  printed  copies  of  the  Contracts  relating  thereto. 
A  Copy  of  the  Allotment  Letter. 
A  Copy  of  the  last  Report  and  Accounts. 
A  Specimen  ui  the  Share  Certificate. 
The  Allotment  Book  nnless  the  allotment  is  pro  rata. 
A  Statutory  Declaration  by  the  Secretary  stating — 

1.     That   the  Prospectus   or  Circular  complies  with 

the  provisions  of  the  Compaiiies  (Consolidation) 

Act,  1908; 

2.  That  all  documents  required  by  the  Companies 

(Consolidation)  Act,  1908,  have  been  duly  filed 
with  the  Registrar  of  Joint  Stock  Companies, 
and  the  dates  of  filing; 

3.  That  the  Shares  (Nos.  to  )  have  been 
applied  forhy  and  unconditionally  allotted  to  the 
shareholders  or  the  public  or  sold  upon  the 
market,  as  the  case  may  be  ; 

4.  The  amount  per  Share  paid  in  cash  ; 

5.  The   total  number  of  Allottees,  and    the    largest 

number  of  Shares  applied  for  by  and  allotted  to 
any  one  applicant ; 
0.  That  Certificates  are  ready  to  be  issued  and  that 
there  is  no  impedimont  to  the  settlement  of  the 
Account.  It  must  also  he  stated  whether  or  not 
the  Shares  are  in  all  respects  identical  with 
those  already  quoted  in  the  Official  List. 

The   statement   that    Shares   are  in   all   respects   identical 
means  that — 

Tlieyareof  the  same  nominal  value,  and  that  the  same 
amount  per  Share  has  been  called  up. 

They  carry  the  same  rights  as  to  unrestricted  transfer 
attendance  and  voting  at  meetings,  and  in  all  other  respects. 

They  are  entitled  to  dividend  at  the  same  rate  and  for  the 
same  period,  so  that  at  the  next  ensuing  distribution  the 
dividend  payable  on  each  Share  will  amount  to  exactly  the 
same  sum. 
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The   statemeiit   that    Stock    is    in   all    respects     identical 
means  that — 

All  the  Stock  is  entitled  to  the  same  rights  as  to 
unrestricted  transfer',  and  in  all  other  respects. 

All  the  Stock  is  entitled  to  dividend  at  the  same  rate  and 
for  the  same  period,  so  that  at  the  next  ensuing  distribution 
the  diyidend  payable  on  each  £100  of  the  Stock  will  amount 
to  exactly  the  same  sum. 

L     After  the  application  form  has  been  signed  there  must  be 
supplied  in  the  case  of — 

VENDOR'S  SHARES. 

A  Certified  List  of  the  present  holders  of  the  Vendors' 
Shares. 

A  Certified  Copy  of  the  last  published  Eeport  and 
Accounts  of  the     ompany. 

A  Specimen  of  the  Share  Certificate. 

A  Statutory  Declaration  by  the  Secretary  stating  — 

1.  That  the  Vendors'  Shares  (Noa.         to         )  have 
all  been  issued  and  Certificates  delivered  ; 

2.  That  the  Shares  are  in  all  respects  identical  with 

those  already  quoted  in  the  Official  List. 

M     After  the  application  form  has  been  signed  there  must  be 
supplied  in  the  case  of — 

OLD  COMPANIES. 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  and 
the  Certificate  that  the  Company  is  entitled  to  commence 
business. 

Authenticated  copies  of  all  Concessions  and  similar  docu- 
ments, with  notarially  certified  printed  translations. 

r'ertified  copies  of  all  Prospectuses,  original  or  otherwise, 
endorsed  with  the  date  when  first  advertised. 

Two  Certified  copies  of  the  Memorandum  and  Articles  of 
Association. 

A  Specimen  of  the  Share  Certificate  and  of  the  Allotment 
Letter. 
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A  CVrliHed  ccii>  of  [irost-nt  lU'ei^ti  r  ol  Sliureholdcrs. 

Certified  printed  copies  r)f'  Coiitraets.  ApreeTiieiits,  At., 
together  with  copies  of  iiU  Contrai'ts  rcliitii  g  to  tlie  ivsii(>  of 
Slinres  credited  as  fully  or  partly  paid. 

A  Cortitied  copy  of  the  Company's  iast,  publi-lied  Report 
and  Accounts. 

A  short  history  of  the  Conijiany,  s^ettiiig  forth  its  origin, 
progress,  dividends,  &c.,  the  nunilu'r  of  transfers  registered 
during  the  last  twelve  months,  an^l  tlie  numljer  of  Shares 
represented  by  such  transfers. 

Statutory  Declaration  by  the  Chairman  and  Secretary 
stating  the  following  p.irticulars  : — 

1.  That  the  Prospectus  complied  with  thn  pro- 
visions of  the  Companies  (Consolidation)  Act, 
1908. 

2.  That  all  documents  required  b3'  the   CompaJiies 

(Consolidation)  Aet,  1008,  have  been  duly  filed 
with  the  Registrar  of  Joint  Stock  Companies, 
and  the  dates  of  filing. 

'S.     The  number  of  Shares  applied  for  by  the    public. 

4.  The    number  ol    Shares  allotted  unconditionally 

to  the  public  (Nos.  to  ),  and  the  amount 
per  Share  paid  thereon  in  cash. 

5.  The  number  of  Shares  allotted  for  a  considera- 
tion other  than  cash  (being  Nos.        to        ). 

6.  'J'hat  the  Share  Certificates  have  been  delivered 

that  the  purchase  of  the  properties  has  been 
completed  and  the  purchase  money  paid. 

N     After  the  application  form  has  been  signed  there  must 
be  supplied  in  the  case  of  : — 

COLONIAL  AND  FOREIGN  COMPANIES. 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  or 
other  similar  document. 

Two  copies  of  the  Statutes  or  Articles  of  Association  or 
notarial  translations  of  the  same. 
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A  Certified  List  of  present  Shareliolders. 
A  Specimen  of  the  Sliare  Certificate. 

Copies  of  all  Agreements,  Concessions,  Deeds,  &c.,  or 
notarially  certified  printed  translations  of  the  same. 

A  Certified  copy  of  last  published  Report  and  Accounts,  or 
translation  of  the  same. 

Official  evidence  of  quotation  in  the  country  to  which  they 
belong,  or  where  the  issue  has  been  made. 

A  short  history  of  the  establishment  and  progress  of  the 
Company  from  its  incorporation  to  the  present  time,  includ- 
ing particulars  as  to  the  issue  of  the  Capitil. 

A  Declaration  stating — 

1.  The  number  of  Shares  ailotted  ; 

2.  The  amount  per  Share  pai  i  in  cash ; 

3.  That  the  Shares  are   ready  for  delivery,  and  that  no 

impediment  exists  to  the  settlement  of  the  Account. 

O     A  fter  the  application  form  has  been  signed  there   must 
be  supplied  in  the  case  of — 

RECONSTRHCTED  COMPANIES. 

The  Certificate  of  Incorporation,  and  the  Certificate  that 
the  Company  is  entitled  ^     commence  business. 

A  statement  of  th(  plan  of  reconstruction,  together  with 
certified  copies  of  ali  resolutions  passed  and  Circulars  issued 
in  connection  with  the  reconstruction. 

The  Allotment  Book,  with  a  Summary  signed  by  the 
Chairman  and  Secretary. 

The  Allotment  Letter,  and  the  date  when  posted. 

A  Specimen  of  the  Share  Certificate. 

Two  Certified  copies  of  the  Memorandum  and  Articles  of 
Association. 

Certified  printed  Copies  of  all  Contracts,  Agreements,  &c. 

Copies  of  all  Contracts  relating  to  the  issue  of  fully  or 
partly  paid  Shares. 
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A  Statutory    Dcrlaialiuii   V.y  the  ChiuniKin  and  Secretary 
stating — 

1.  That   all    Do  iiinoiits    i-o(|iiircil    by    tlw     C'onipanica 

(Consolidation)  Act,  19U8,  have  been  duly  tiled 
Avitli  tlic  Registrar  of  .Joint  Stock  Companies  and 
dates  ol'  filing. 

2.  The  Authorised  Capital  of  the  Company. 

3.  The  number  of  Shares  to  wliich  SharebohUra  in  the 

old  Company  were  entitled ;  the  number  and 
distinctive  numbers  of  Shares  unconditionally 
allotted  to  such  Shareholders  ;  ami  the  amount  per 
Share  (a)  paid  thereon  ir.  cash,  and  {h)  credited 
as  jiaid  np. 

4.  The    number   and    distinctive    numbers    of     Shares 

applied  for  by  and  allotted  unconditionally  to  the 
pul>li»',  and  the  amount  per  Share  (a)  credited  as 
paid  up,  and  (6)  paid  thereon  in  cash. 
'».  'i'hat  the  Share  Certific  atfs  have  been  or  arc  ready  to 
be  delivcied,  and  that  there  is  no  impediment  to 
the  settlement  of  tlie  Account. 

p     After  the  application  form  has  been  signed  the  following 
documents  must  be  supplied  in  the  case  of — 

LOANS. 

Details  of  the  creation  of  the  Loan,  and  the  authority 
under  which  it  is  issued,  including  authenticated  copies  of 
concessions,  &c.,  with  notarially  certified  transla'ion.«. 

The  Authority  to  the  Agents  or  Contractors  to  receive 
subscriptions. 

A  Certified  Copy  of  the  Pro.«pectus. 

Evidence  that  all  Bonds  issued  and  pa3al)l<"  abroad  bear  the 
signature  of  some  properly  authorised  person. 

A  Specimen  Bond  together  with  a  Bond  duly  executed,  or 
Scrip  Certificate  if  issued. 

Statutory  Declaration  by  the  Agents,  stating — 

1.     The  amount  allotted  unconditionally  to  the  public. 


385 


386  APPENDIX    TO    RULES. 

2.  That    the   required  amount,    viz.,   £     per   eeiir.  baa 

been  paid  thereon  in  cash. 

3.  That    the    Bonds    are   ready   for  delivery,  and    that 

there  is  no    impediment  to  the   settlement  of    the 
Account. 

4.  The    numbers   and     denominations    of  those   Bonds 

which   bear     the    autographic    signature   of    the 
London  Agents  or  Contractors. 

Q     After  the  application  form  has  been  signed  the  following 
documents  must  be  supplied  in  the  case  of — 

BONDS  QUOTED  ABROAD. 

Official  evidence  of  quotation  in  the  country  to  which  they 
belong  or  where  the  issue  has  been  made. 

Notarially  certified  printed  translations  of  all  Prospectuses 
and  of  the  Laws  creating  and  authorising  the  Loan. 

A  Siiecimen  Bond,  together  with  a  Bond  duly  executed. 

An  Official  Certificate  setting  forth — 

1.  The  authorised  and  i.>sued  amounts  of  the  Loan  and 

the  terms  of  issue. 

2.  The  distinctive   numbers  and  denominations  of  the 

Bonds. 

3.  Evidence  tliat  all  Bonds  bear  the  signature  of  some 

properly  authorised  person. 
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BUSINESS    FOR  A  DEFAULTER. 


37.  Regulations  as  to  tlie  transaction  of  business  for 

a  defaulter's  benefit : — 

(Rule  177.) 

1.  A   preliminary   Report   from   the   Official   Assignee 

must  be  submitted  to  tlie  Committee. 

2.  The  permission  will  expire  on  the  next  25th  March. 

3.  Speculative  business  for  the  Defaulter  or  for  clients 

introduced  by  him  is  not  nllowed. 

i.     Business   for  clients  of   the    Defaulter   who  are   in 
default  to  liim  or  otlier  ^lembers  is  not  allowed. 


S.B.  25 
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88.     MINIMUM  SCALE  OF  COMMISSIONS. 

British  Government  Securities  ...~1 

Indian  Governnient  Stocks.      ...         ...  | 

Metropolitan  Consolidated  Stocks      ...  ^^  per  cent,  on  Stock. 
London  County  Consolidated  Stocks...  j 
Foreign  Government  Bonds     ...         ...J 

Foreign  Kailway  and  other  Bonds  to") 

bearer...         ...         ...         ...         ...  | 

Colonial  Government  Securities         ••■  I  jl 
County    Corporation    and    Provincial  j  *     " 

Securities  (British,  Indian,  Colonial  | 

or  Foreign) J 

Bank  of  England  and  Bank  of  Ireland")  i 
Stock )•*     " 


Stock. 


„Money. 


Securities      known    and    dealt    in    as^ 

"  Floaters  "  in  bargains  of  not  less  | 

than  £20,000  Stock }>  At  discretion. 

Short-dated    Securities    (having     five  | 

years  or  less  to  run)  ...         ...J 

Registered  Stocks  (other  than  Railway"^ 

Ordinary  and  Deferred  Ordinary  ^|  per  cent,  on  Money. 

Stocks)  J 

Railway  Ordinary  and  Deferred  Ordinary  Stocks  : — 

Price  £10  or  under      ...         ...  At  discretion. 

Over  £10  to  £25  ...         ...  j\  per  cent.  f>n  Stock. 

„     £26  to  £50  i 

„    £50  to  £100         i 

„     £100  to  £150       I 

„     £150  to  £200       I 

..    £200         1 


Shares  Transfeeable  by  Deed. 
I'rice 

Over 


0    5 

0  or  under. . 

..     At  discretion. 

s. 

d. 

0     5 

0  to        0  10 

0     . 

..     0 

n 

per  Share. 

0  10 

Oto     £1     0 

0      . 

..     0 

3" 

£1     0 

0  to     £2    0 

0     . 

..     0 

u 

£2    0 

0  to     £3     0 

0     . 

..      0 

6" 

£3    0 

0  to     £4    0 

0     . 

..     0 

7i 

'  2 

£4    0 

0  to    £5    0 

0     .. 

,.     0 

9 

£5    0 

0  to    £7  10 

0     .. 

.    1 

0 

£7  10 

0  to  £10    0 

0       . 

.    1 

3 

£10    0 

Oto  £15    0 

0     ., 

,.    1 

6 

£15    0 

0  to  £20    0 

0     ., 

,.     2 

0 

£20    0 

0  to  £25    0 

0     ., 

,.     2 

6 

£25    0 

0      

,, 

.     il 

Der  ( 

sent,  on  M( 
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AVIF.RICAM    SH.\nE3   OP   S   50   OR   S    100    DENOMINATION   DK.VLT   IN 

IX  THE  American  Market. 
8.    d. 
I'rice   S  "Jo  or  under        ...         ...     0     6  ])er  Share. 

Over    S  25  to  $50  0    9 

„      S  50  to  8  100         10 

„      §100  to  3  150       1     6 

„      S  150  2    U 

With  Of.  rise  for  every  .?  50,  or  portion  tliereof,  in  pi  ice. 

All  Othkr  Shares  iwssixg  ry  Df.livert. 

Price       0     5     0  or  under...         ...     At  discretion. 

8.     d. 

Over        0     5    0  to  £1     0     0     ..      0     U  per  Share. 

£1     0    0  to  £2  10    0     ...     0    3 

.,    •    £2  10    0  to  £5    0    0     ...     0    (J 

£5     0     0to£l5     0     0     ...     1     0 

115     0     0to£25    0     0     ...     J     o 

.,       £25     0     0     ...         ...         ...     ;i  per  cent,  on  Monej?. 

Options  for  3iore  than  one  Accocnt...     As  on  bargains. 

Options  for  one  AccorxT  or  less       ..."^ 
Transfers  of  Stocks  and  Shares     ... 
Probate  axd  other  Valuatioxs 
Bargains    ix    partly-i'aid     Stock     or 

Shares  of  New  I.ssues  for  Cash  ^At  discretion. 

I'REVIOUS  to  or  for  SPECIAL  SeTTLE- 
MEXT       

Bargaixs  IX  Rights  for  Cash 

Securities  Made-up  or  Made-doavx    ...J 

Small  Bargaixs  ...         ...     Xo  lower  commission  thiwi  28.  Ot^ 

to  be  charged. 
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39-     REGULATIONS  FOR  REMISIERS. 


Remisier  to 
be  registere  1. 


A  Broker  desirous  of  employing  a  Eemisier  shall 
apply  to  the  Committee  to  cause  the  Remisier's 
name  and  address  and  the  locality  for  which  he  is 
appointed  Eemisier  to  be  inscribed  in  a  register  to 
be  kept  for  the  purpose  by  the  Secretary.  The 
register  shall  not  be  open  to  the  inspection  of  the 
Members  generally  but  only  to  the  Committee 
sitting  as  such  or  to  a  Sub-Committee  thereof 
The  Committee  shall  have  full  power  to  refuse 
registration  or  to  strike  off  the  register  any  person 
without  reason  assigned.  ^ 


Remisier 
may  act  for 
one  Broker 
only. 

Remisiers 
may  not 
divide  with 
their  Prin- 
cipals or  suV'- 
agents. 


No  person  shall  be  registered  as  a  Rejnisier  to 
more  than  one  Broker. 

A  registered  Heraisier  who  shall  under  any 
circumstances  either  directly  or  indirectly  divide 
or  share  his  remuneration  with  his  Principal  shall 
be  forthwith  struck  off  the  register. 


Remisier  may 
not  advertise. 


A  Remisier  may  not  advertise  or  issue  circulars 
to  other  than  his  own  Principals. 


Firms  and 

Employees. 


Contract  Notes. 


Personal  Busi- 
nesB. 


A  Remisier  may  be  an  individual  or  firm,  but  if 
an  individual  must  not  be  a  partner  in  a  firm  or 
in  the  employ  of  an  individuaVor  firm. 

A  Remisier  must  give  the  names  of  his  Princi- 
pals in  whose  names  Contract  Notes  must  bo 
rendered. 

A  Eemisier  may  not  act  as  a  Eemisier  for  his 
personal  business. 
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39a.    APPLICATION  FOR  REGISTRATION 
OF  A  KKMISIER. 

(Riilo   187,  Appendix  ta  Rulea  39.) 
To  the  Committee  for  General  Purposes  of  the  Stock  Eichange. 
Gentlemen, 

request  your  permission  to  employ 
(Name  in  full) 
residing  at 
as  a  Keraisicr  for  Ijuriiigss  at 

for  the  year  ending  24tli  March,  l!J 

in  accordance  with  the  ])rovi.sions  of  Rule  187. 

^Ii'-  is  not  a  Partner  in  a 

Firm  or  in  the  employ  of  an  individual  or  firm. 

Yours  faithfully, 

The  Stock  Excdange,  London, 

of  19 

Rule  187. — A  Broker  shall  be  entitled  to  employ  for  the  purpose 
of  his  business  a  Remisier  resident  abroad  whose  name  is  rej?isterod 
with  the  CommitteB  in  accordance  with  Appendix  39,  and  to  ro- 
niuucratc  such  Remisier  with  a  share  not  exceedinj?  one-half  of  the 
Commission  f  harged  to  the  Principal  ho  introduces  whether  such 
Commission  bo  at  the  Minimum  Scale  as  laid  down  in  Appendix  38 
or  as  modified  by  tho  provisions  of  Roles  182,  183  and  184. 
Appendix  to  Rules  39. 
REGULATIONS  FOR  REMISIERS. 

1.  A  Broker  desirous  of  employing  a  Remisier  siiall  apply  to 
the  Committee  to  cause  tho  Remisier's  name  and  a^^dros^  and  the 
k)caiity  f>>r  which  ho  is  appointed  Remisier  to  be  inscribed  in  a 
register  to  be  kept  for  tho  purpose  by  the  Secretary.  '^  he  re"i'ter 
shall  not  be  open  to  the  inspection  of  the  Members  ','Pn«'rally  but 
only  to  the  Committee  sitting  as  such  or  to  a  Sub-Coinmittco'there- 
of.  The  Committee  shall  have  full  power  to  refuse  registration 
or  to  strike  off  the  register  any  perain  without  reason  assigned. 

2.  No  pfrson  fhall  be  registered  as  a  Remisier  to  more  than  one 
Broker. 

3.  A  Remiaier  who  shall  under  any  circumstances  either  directly 
or  indirectly  divide  or  share  his  remuneration  with  his  Principal 
shall  be  forthwith  struck  off  tho  register. 

4.  A  Kemisier  may  not  advertise  or  issue  circulars  to  other 
than  his  ovn  Principals. 

5.  A  Remisier  n.ay  l)e  an  individual  or  Firm,  but  if  an  indivi- 
doal  must  not  be  a  Partner  in  a  Firm  or  in  the  employ  of  an 
indindual  or  Firm. 

6.  A  Remisier  must  give  the  names  of  his  Principals  in  whote 
nam4s  Contract  Notes  most  be  rendered. 

7.  A  Remisier  may  not  act  as  a  Remisier  for  his  personal 
basiness. 

25(a)  "- 
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ABSENCE, 

of  Chairman  and  Deputy-Chairman,  r.  G 

ACCOUNT, 

on  Stock  Exchange,  G 
bargains  for  future,  61,  100,  r.  170 
cloBing  of  client's,  by  broker.     See  Closing 
of  defaulter's.     See  Default. 

ACCOUNT  DAY.     See  Settling  Day 

ACCOUNTS, 

prodnction  of,  by  broker  to  client,  130 
can  be  compelled  by  action,  131 
but  not  to  iniprooer  person,  132 

ACCRUED  INTEREST  on  bonds  and  debentures  of  Indian  Railways' 
50,  r.  129 

ACKNOWLEDGMENT  by  new  applicant  of  signature  to  application, 
r.  36 

ADDITION  to  Rules,  rr.  5,  12 

ADMISSION, 

applicants  for,  receive  book  of  rnlee,  12.  App.  to  Rules,  4 — 6 
applicants  ineligible  for,  14,  15,  rr.  20,  30,  31 
clerks,  20,  21,  22,  rr.  55,  61 
Committee  may  make  rnles  as  to,  r.  5 

consider  applications  annually,  12,  r.  21 
dpfaulters  as  clerks,  104,  r.  62 
form  of  application  for,  App.  to  Rules,  4 — 6 

notice  of  application  for,  r.  32 
qualification  for,  13,  14,  15 
((uestions  put  to  applicants  for,  r.  36 
objection  to  applicants  for,  15,  r.  35 

ADVERTISING  by  members  prohibited,  IG,  271 
S.E.  [  1  ] 
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ADVICE,  no  obligation  on  broker  to  give,  H3 
AGENCY,     See  Broker 

evidence  of, 

form  of  contract  note  not  conclusive,  141,  142 

receipt  of  commission,  142 
fiduciary  relationship,  109 

AGENT, 

authority  of,  to  receive  paymeat,  193 — 19 ').     And  sea  Pay  men' 
receiving  principal's  winnings  on  gaming  transactions,  256 
set-off  against,  125,  196,  197,  198 

ALLOTMENT, 

dealings  before,  264 

ALTERATION 

of  partnership,  19,  r.  51 
of  rules,  4,  rr.  5,  12 
of  tickets,  r.  117 

AMBIGUOUS  instructions,  136 

AMERICAN 

shares, 

irregular  indorsements  of,  r.  126 

offer  to  buy  or  sell,  56,  r.  92 

time  allowed  for  registration  of,  48,  r.  131.  And  see  Dividends 
bearer  securities, 

amounts  deliverable,  r.  127 

blank  transfer  of,  161 

ANNULMENT  of  bargains,  4,  r.  70 

ANTICIPATED  liability,  broker  entitled  to  indemnity  against,  133 

ANflCIPATORY  breach  of  contract.     See  Breach 

APPLICATION 

for  quotation  in  Official  List,  10,  r.  151.     A  pp.  to  Rules,  36 
for  special  settlement,  7,  8,  9,  rr.  149,  1 50-     App.  to  Rules,  35 

APPROPRIATION 

of  cover,  254 

when  re-deposited,   255 
to  make  privity,  120 

ARBITRAGE,  65 

[2] 
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ARBITRATION, 

disputes  betwoeL  members,  39,  r.  71 

where  non-member  couoerned,  5,  r.  73.      App.  to  Rules  31 

ASSKTS  of  defaulter.     See  Default 

ASSIGNEE.     See  Ujjicial  Assignee 

ATTORNEY.  Power  of, 

demand  to  act  upon,  26 

liability  of  broker  presentiog  forged,  26,  224 
transfer  of  inscribed  or  Rpj^istered  stock  by,  25 
form  of,  for,  25,  n. 
AUTHORITY 

of  broker.     See  Broler 
of  clerk.     See  Clerk 
of  runner,  17 

BACKWARDATION,  68 
BALANCE  CERTIFICATE,  34 
BANK, 

appropriating  payments  made  to  agent,  198 
continuation  with,  150  —  152.     See  Mortgages 
transfer  of  stock  inscribed  in  books  of,  24—29 
trust  money  in  hands  of  agent's,  198,  201 
BANK  balance  of  defaulter,  241 

BANK  notes,  payment  may  bo  demanded  in,  87..  r.  94 
BaNK  shares.     See  Leeman's  Act 

BANK  stock,  number  of  transfers  deniandable,  r.  1  Mt 
BANKKUFTand  Insolvent, 
adni  Bsion  of,  15,  rr.  31.  36 

88  clerks,  21,  r.  (>1 
Cease  to  be  members,  r.  161 
closing  of  account  of,  205,  206 
re-admission  of,  r.  49 
sureties  for,  r.  49 

BANKRUPTCY, 

of  client,  broker's  right  to  close  account  on,  205 
hammer  price  differences  provable  in,  239,  n. 
default  is  an  act  of,  239,  240 
trustee  in, 

not  entitled  to  hammer  price  differences,  93,  2    > 

ticket  differences,  241 
entitled  to  hank  balance,  241 

ordinary  differences,  93,  94,  24  1 
[3] 
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BARGAIN, 


cancellation  of,  4,  r-  70 

checking  of,  59 

clerks,  with  or  for,  6,  r.  78 

by,  in  own  name,  21,  r.  59 
closing  of,  at  hammer  price,  92,  98,  r.  164 
completion  of.     See  Completion 
continuation  of-     See  Continuation 
defaulter,  with  or  for,  104,  r.  177 
disputed,  59,  r.  71 
for  cash,  60 

inviolability  of,  4,  90,  r.  70 
making,  56 
marking,  58,  rr.  154 — 158 

of  omitted  bargains,  58,  r.  157 
"out  of  time,"  61,  100,  r.  170 
prospective  dividends,  in,  50,  r.  87 
speculative  and  investment,  55 
"time  bargains,"  248 
unsettled,  88,  n.,  rr.  122,  132 

of  deceased  members,  adjustment  of,  r.  68 

BARNARD'S  ACT,  243 

BEAR, 

defined,  56,  n. 

account,  effect  on  carry-over  rates,  68 

BEARER  SECURITIES, 

defined,  40 

buying-in  of,  88,  r.  140 

delay  in,  90,  r.  141 
damaged,  r.  126 
dividends  on.     See  Dividends. 
making-up  price  for,  75,  n.,  r.  128 
in  American  companies,  41 
in  English  companies,  40 
negotiability  of,  41.     And  see  Negotiability. 
part  delivery  of,  r.  133 
responsibility  for  genuineness  of,  186,  r.  125 
selling-out  of,  88,  r.  148 
tickets  for, 

amounts  for  which  tickets  can  be  passed,  r.  128. 

can  only  be  split  by  Settlement  Department,  78,  n-,  r.  1-28 
time  for  delivery  of,  85,  rr.  109,  128 

for  payment  for,  r.  133 

[4] 
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BEAKER  SECURITIES— con<»»<u«tI. 

transfer  of,  40—47 

unsettled  bargains  in,  88,  n.,  r.  132 

when  deliverable,  cam  or  ex — coupon,  4'J,  r.  130 

BENEVOLENT  FUND,  defaulters'  balances  paid  to,  r.  178 

BILL  OF  EXOHASGE, 

given  in  respect  of  gaming  debt,  257 
payment  to  a^ent  by,  198 

BLANK  TRANSFER, 

agent  dealing  with  in  excess  of  authority,  163 

authority  of  transferee  to  fill  in  blanks,  3J,  160 

committee  will  not  interfere  in  dispute  as  to  delivery  by,  r.  113 

ineffoctual  to  pass  title  where  deed  required,  32,  182 

of  American  shares,  161 

BONDS, 

accrued  interest  on,  50,  r.  129 
damaged,  r.  126 
definition  of,  28,  n. 
drawn, 

are  bad  delivery,  r.  104 

incidence  of  loss  caused  by,  71 
quotation  of,  23,  r.  151.     App.  to  Rules,  36  E. 
special  settlement  for.     See  Sjiecial  Settlement. 

BOOKS, 

client  entitled  to  see  entries  in  broker's,  131 
entry  of  barjrain  in,  59 

in  jobber's  books  on  completion  by  defanltcr's  client,  99 

BORROWING 

by  clerks,  21,  r.  64 
securities,  69,  70 

BREACH, 

anticipatory, 

when  not  accepted,  207 

damages,  208 
when  accepted,  207,  208 

damages,  209 
time  for  electing,  whether  to  accept,  208 
by  client,  broker's  remedies  on,  210,  220 
by  broker,  client's  remedies  on,  214 — 217 
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BREACH— continued. 


between  broker  and  client.     See  Closing. 
by  non-payment  of  differences,  89,  203 

of  price,  88 
by  non-delivery  of  securities,  220,  226 
by  not  passing  ticket,  87 
damages.     See  Damages. 
indemnity  to  seller  against  calls,  228 
special  remedies  between  members  of  Stock  Exchange,  87,  88, 


BROKER, 


authority  of, 

to  deal  according  to  rules,  122 
and  upon  usual  terms,  134 
to  receive  payment,  194 
where  instructed  to  sell  securities  out  of  joint  names  of  client 

and  others,  197 
none  to  carry-over  without  instructions,  145 
to  bind  principal  cannot  be  limited  by  private  instructions, 

122,  135 
revocation  of,  137 

where  coupled  with  an  interest,  190 
warranty  of,  27,  174,  223.     See  Warranty. 
company  acting  ultra  vires,  133,  n. 
contract  note.     See  Contract  Note. 
default  of, 

client's  bargains  unaffected  by,  233,  r.  164 
unless  client  himself  a  member,  96,  n. 
dividing  client's  order.     See  Privity. 
duties  of,  to  client,  108 

not  bound  to  accept  instructions,  107 

to  sell  or  get  carried  over  securities  bought,  107,  144 

to  give  advice,  113 

to   inquire  into    solvency    of    members    of    Stock 

Exchange,  113 
to  make- down,  167 
does  not  warrant  execution  of  order  accepted,  108,  136 
is  not  del  credere  agent,  114,  237 
tnnst  use  due  diligence,  112 

must  not  deal  with  person  known  to  be  insolvent,  113 
mnst  not  act  for    both   vendor    and    purchaser   without 
disclosure,    113,  r.  82 
must  adhere  to  position  of  agent,  109 

or  client  can  repudiate  bargain  and  refuse  indemnity,  109 
[6] 
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TiRCtKER—rontinued. 

II11181  adhere  to  position  of  agont—  continue d. 

departs  from  position  of  agent, 

liy  Boiling  own  shares  to  client,  110 

by  adding  to  price  paid  by  him,  111,  IIC 

by  failing  to  establish  privity  with  third  person, 

117 
by  closing  client's  bargain  with  third  person,  121 
by  employing  his  own  eapital  in  carrying-over, 

I4i) 
by  convercing  client's  option,  04 
must  act  according  to  mandate,  115 
instructions  a  question  of  fact,  115 
contract  note  accepted  by  client  evidence  of  instructions. 

141 
ordered  to  buy  shares  when  only  letters    of  allotment    in 
existence,  ll.j 
when  ocly  securities  in  existence 
are  not  genuine,  116 
where  instructions  are  ambiguous,  136 
mistake  in  telegraphic  injitructions,  136 
where  limit  of  price  is  given,  13d 
iDUSt  not  carry-over  without  instructions,  145 
inust  deal  according  to  rules  and  customs.     See  CuntoniB. 
must  deal  with  momb?rs  only,  121,  145,  r,  83 
unless  otherwise  authoriseil  by  client,  121 
or  unless  he  can  deal   to  greater  advantage  with    a 

non-member,  121,  148,  r.  83 
carrying-over  with  non-member,  148 
must  deal  according  to  rules,  122 

and  upon  usual  terms,  134 
selling  for  credit  where  custom  to  sell  for  cash,  123 
must  make  enforceable  contract  wi(h  third  person,  116 

contract  must  be  enforceable  at  law.  122,  259 
must  keep  client's  bargain  alive,  121 
must  produce  accounts  to  client,  130 
client  is  entitled  to  details,  130 
production  compellable  by  action,  131 

but  can  be  resisted  if  required  to  be  made  to  improper 
person,  132 
discovery  in  action  between  broker  and  client,  131 
must  hand  over  promptly  .'securities  boupht,  187 
must  make  privity  of  contract  with  third  person,  1 17.    And  see 
Privity. 
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BROKER— continued. 

indemnity  of.     See  Indemnity. 

jobber, 

broker  acting  as,  18 

partnership  with,  19 

default  of,  effect  on  broker's  position,  237,  238 
liability  of,  to  third  persona, 

for  breach  of  warranty  of  authority.     See  Warranty. 

for  presenting  forged  power  of  attorney,  26,  224 
lien  of.     See  Lien. 

list  of,  will  be  forwarded  by  secrefary  on  application,  16,  271 
lumping  orders.     See  Privity. 
negligence  of,  134,  187 
notice  to  client  of  departure  from  strict  position  of  agent,  148,  149, 

150 
release  of,  by  passing  name,  175 
remuneration  of.     See  Remuneration. 
rights  of,  against  client, 

to  be  put  in  position  to  carry  out  obligations  in  time,  187,  203, 
220 

to  close  client's  account.     See  Closing. 

when  client  fails  to  pay  for  securities  bought,  220 

wlien  client  fails  to  deliver  securities  sold,  220 

when  buying-in  rule  suspended,  221 
set-off  by,  196,  197 
BROKERAGE.     See  Remtmeration. 
BUCKET-SHOP,  250  n. 
BULL,  56  n.  68 
BUYING-IN, 

bearer  securities,  rr.  1-40,  141 

by  broker  against  client,  220 

delay  in,  89,  90,  r.  139 

done  by  officials  of  department,  88,  r.  134 

Inscribed  Btock,  r.  137,  138 

loss  occasioned  by,  89,  rr.  134,  138,  140 

non-delivery  of  securities  bought  in,  rr.  138,  140 

notice  of,  rr.  138,  140 

sectu-ities  deliverable  by  deed,  r.  138 

suspension  of,  90,  266,  268,  r.  135 

position  of  broker  on,  91,  221 
time  for,  89,  rr.  137-141 

seller  to  be  allowed  time  to  obtain  certification,  r.  121 
when  allowed,  88 

not  allowed,  88,  r.  136 

BUYIXG-IN  AND  SELLING-OUT  DEPARTMENT,  88,  r.  134.     And 
8  ee  Buying-in  and  Selling-out. 
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CALL, 

inmle  before  delivery  of  shares  sold,  85,  r.  110 

broker's  indemnity  for  piiying,  S5  n. 

made  between  contrrtct  and  completion,  no  defence  to  seller  for 

not  conipletinp,  180 
secnirities  lodL'oil  for  payment  of,  may  not  be  boaght-in,  89,  r.  13<! 
seller's  indemnity  for,  177 

in  winding-up,  180,  228 

CANCELLATION  of  bai-gains,  4,  r.  70 

CAPITAL  of  Stock  Exchange,  1 

CARRYING-OVER, 

at  making-np  price,  67.  r.  98 

market  price,  67  n. 
backwardation,  68 
banker,  with,  150,  152 
between  parties  to  original  bargain,  67 

persons  not  parties  to  original  bargain,  69 
broker,  by, 

not  justified  withont  instructions,  145 

remuneration  for,  147 

with  whom  to  he  done,  14o,  148,  149,  r.  83 
contango,  68 
differences,  67 
distinguished  from  loan,  70,  rr.  97,  98 

pledge  and  mortgage,  151 
no  obligation  to  consent  to,  66,  144 
rates,  68,  147 
time  for,  67 

in  South  African  market,  7  n. 

CARRYING-OVER   DAY,  6,  67.    See  Carrying-over. 

CASH,  bargains  for,  60 

CERTIFICATE, 

'•  balance,"  34 

definition  of.  33 

delivery  by,  84,  r.  121 

estoppel  of  company  by,  34-39.     And    see  Estoppel 

evidence  of  title,  36 

forged,  38 

responsibility  for,  87,  184,  18."),  186,  rr.  112,  125 
not  a  warranty  of  title,  36 

b  [9] 
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CERTIFICATION, 

by  company,  34,  r.  121 

by  secretary  of  Share  and  Loan  Department,  34,  r.  121 

company  not  estopped  by,  iO 

makes  transfer  good  delivery,  84,  r.  121 

CERTIFIED  TRANSFER.      See  Certification. 

CESSIO  BONORUM,  default  is,  106,  239 

CHAIRMAN  of  Committee, 

casting  vote,  r.  6 

election  of,  2,  r.  6 

approving  price  for  rights,  r.  105 

expunging  quotations  in  official  list,  r.  155 

CHECKING, 

bargains,  59 

CHEQUE, 

between  members,  must  be  passed  through  Clearing  House,  83,  86, 

r.94 
Ciistom  to  deliver  against  crossed,  187 
dishonoured,  79,  r.  96 

in  case  of  loan,  72 
payment  by, 

of  diffei-ences,  83 

of  price,  86,  198 

to  agent,  198 

CIRCULARS,  issue  of,  by  members,  271 
CLERKS, 

admission  of,  rr.  5,  55 

application  for,  r.  55,  App.,  to  Rules  18,  19,  20 

qualification  for,  20,  r.  61 

to  membership,  13 
badges,  22,  r.  65,  App.,  to  Rules  30 
bargains  with  or  for,  6,  rr.  76,  78 
cannot  act  as  sureties,  r.  34 
deceased" members',  r.  68 
defaulters',  r.  68 

defaulter  acting  as,  21,  104,  «.  62 
entrance  fee,  21 

exclusion  or  expulsion  of,  3,  rr.  5,  68 
members  acting  as,  rr.  55,  56,  59,  60 
notice  of  admission  of,  r.  66 
number  allowed,  r.  56 
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CLERKS — eoniinued. 

previous  occupation  of,  r.  68 
reforences,  r.  61 

BpeculntiTo  business  for,  6,  r.  76 
subscription  of,  21 
anthorisod  clerks, 

authority  of,  20,  r.  tJ7 

borrowing  money,  r.  64 

fonsont  of  sureties  to  omploymen*  of,  r.  64 

employer  cannot  be  surety  for,  r.  34 

of  broker  cannot  act  as  jobber,  r.  80 

qualidcation  of,  r.  61 
Settling  ilooni  clerks,  rr.  55,  56 
unauthorised  clerks,  21,  rr.  55,  56 
CLIENT, 

bankruptcy  of,  205 

bargains  of,  not  affected  by  default,  93,  233,  237 

though  jobber  proves  against  defaulter's  estate,  235 

unless  himself  a  member,  96  n. 
broach  of  contract  by.     See  Breach. 
closing  of  account  of.     See  Closing. 
complaints  by,  to  committee,  5,  r.  73,  App.,  to  Bules  31 
custom,  when  bound  by.     See  Custom, 
death  of,  205 

in  default  to  member,  other  members  may  not  deal  for,  r.  79 
insolvency  of,  205,  206 
payment  by,  187,  220 
release  of,  by  passing  names,  175 

CLIENT  AND  BROKER.     See  Broker. 

CLIENT  AND  JOBBER, 

completion  with  direct,  188 — 193 
when  account  speculative,  192 

effect  on  distribution  of  defaulter's  assets,  96-100  101 
contract  between,  I7l,  172,  173 
default  of  jobber,  237,  238 
privity  between,  144,  168 
right  to  sue,  client's,  192 

jobber's,  rr.  72,  176 
CLOSING 

of  bargains  at  hammer  price,  92.     And  see  Default, 
does  not  affect  non-member,  93 
does  affect  client  when  a  member,  96  n. 

of  client's  account  by  broker, 

for  non-payment  of  differences,  204 
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CLOSING— continued. 

of  client's  account  by  broker — continued. 

need  not  be  done  through  Buying-in  and  Selling-out 

Department,  212 
when  cover  exhausted,  204 

on  death,  bankruptcy  or  insolvency  of  client,  205 
on  anticipatory  breach  by  client,  210 
part  of  account  may  be  closed,  204 
broker  cannot  retain  profit  on,  214 
method  of,  212 

by  purchase  or  sale  in  market,  212 
by  passing  through  jobber's  books,  212 
wrongful, 

is  anticipatory  breach,  214 

measure  of  damages  when  accepted  by  client,  214 

when  not  accepted,  216 
differences  due  to  broker  before,  218 
effect  of.  on  broker's  indemnity,  216,  217 
by  reason  of  broker's  default,  218  ' 

of  books  for  dividend,  48,  rr.  101,  131 
of  Stock  Exchange,  r.  88 

COLLECTION  of  defaulter's  assets  by  Official  Assignee,  94,  238. 

See  DefoAtlt. 
COLONIAL  LOANS,  28 

buying  in  of,  rr.  137,  138 

selling  out  of,  r.  144 

transfer  of,  28,     And  see  Transfer. 

"  COMING  OUT,"  bargains  for,  60 

COMMISSION.     See  Remuneration. 

amount  of  broker's.  132,  143 

minimum  scale  of,  143,  rr.  179  —  189.     App.  to  Rules,  38 

on  carryiniT-over,  147 

on  under^vritino-,  133,  n. 

paid  by  company  for  placing  its  own  shares,  133,  n. 

receipt  of,  evidence  of  agency,  142 

COMMITTEE, 

business  of,  2 — 11 
routine,  r.  9 

admission  of  members,  rr.  5,  21 

of  clerks,  rr.  5,  55 
fixing  settling  days,  7,  rr.  89,  14i'.\  150 
[12] 
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COMMITl'BE— CO  7it«fwed. 
buaiuess  ul — continued. 

special, 

(literal ion  of  ruleg,  4,  r.  20 
cenaure  of  members,  r.  l7 
expulsion  of  member  of  coinmiUeo,  r.  15 

of  member,  rr.  16,  18 
re-admiasion  of  defaulter  rejected  by  ballot,  r.  3S 
Buspenaion,  of  member,  r.  16 
suspension,  of  rules,  90,  rr.  20,  185 
cenaure  by,  3,  r.  17 
communications  to,  r.  13 
consent  of,  to  legal  proceedings,  4,  rr.  72,  176 
constitution  of,  2 

election,  rr.  1,  3,  5 
qualification  to  serve  on,  r.  2 
decisions  of,  final,  129,  r.  11 
expulsion  of  members  by,  3,  rr.  5,  15,  16,  18,  19 
meetings  of,  rr.  9,  41 

quorum  at,  r.  4 
not  liable  for  error  in  certification,  34,  r.  121 
oocaaional  vacancies  in,  r.  3 
powers  of,  2 — 9,  r.  5 

adjudication  in  disputes,  4,  169.  184,  r.  71 

with  non-members,  5,  r.  73 
admission  of  members,  rr.  5,  21 

of  defaulters,  104,  rr.  43,  43,  44,  46,  62 
alteration  of  rules,  4,  r.  20 
cancellation  of  bargain.s,  5,  r.  70 
censure  of  members,  3,  r.  17 
compelling  attendance  before  them,  4,  r,  14 
expulsion  of  members,  3,  rr.  5,  15,  16,  18,  19 
intervention  when  noii -member  seeks  to  enforce  claim  not  in 

accordance  with  rules,  r.  72 
Official  List,  10,  58,  rr.  153—158 
])ublication  of  defaulters'  names,  3,  r.  19 
regulation  of  business,  3,  r.  5 
settling  days,  7,  r.  89 

special,  7,  9.  rr.  140,  150 
suspension  of  rules,  4,  rr.  20,  185 
secretary  of,  2,  r.  7 
COMPANY, 

acting  ttMra  vires,  133,  n. 

estoppel  of,  by  certificate.     See  tsioppcl. 

securities.     See  8ceuritie$. 
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COMPLAINTS 

against  members  by  non-members,  5,  r.  73 

as  to  torn  bonds,  r.  126 
COMPLETION, 

between  client  and  jobber  direct.     See  Client. 

between  ultimate  seller  and  ultimate  purchaser,  168,  181 

delivery      See  Delivery. 

makincr-down,  74,  166 

no  obligation  on  broker  to  arrange,  167 
on  jobber,  234 

passing  tickets,  76,  77,  78,  166,  rr.  107,  108,  114,  118,  128 

payment.     See  Payment. 

preparation  of  transfer,  77,  84,  181.     And  see  Transfer. 

price  on  transfer,  182 

release  of  intermediaries.     See  Inter m,ediaries» 

Settlement  Department,  78 

time  for, 

where  none  specified,  GO,  r.  91 
of  bargains  in  new  securities,  60 
for  "  coming  out,"  60 
CONSOLS,  24,  n.     And  see  Securities. 
CONTANGO,  68 
CONTANGO  DAY,  6,  67.     And  see  Carrying-over. 

preliminary,  in  South  African  Market,  7,  u. 
CONTINUATION.     See  Carrying-over. 
CONTRACT.     See  Bargain. 

broker  must  make  enforceable,  with  third  person,  116,  122,  259 
gaming  and  wagering.     See  Gaming. 
illegal,  124,  257 
method  of  making,  56 
not  in  writing,  58,  137 
privity  of.     See  Privity. 
time  of  essence  of,  86,  202,  221 
CONTRACT  NOTE, 

form  of,  141,  146,  rr.  75,  180,  186 

"  bought  of  "  and  "  sold  to,"  141 
"  nett,"  142,  r.  180 

when  accepted  by  client  is  evidence  of  instructions,  141 
but  not  conclusive,  141 
mistake  in,  143 
on  carrying-over,  146 
penalty  for  not  sending,  138 
stamps  on,  139,  146 

penalty  for  not  .stamping,  139 
when  exempt  from  stamp  duty,  139 
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CORNER,  4 

when  legitimate,  265 
whpii  fraudnlent,  266 

CORPOKA.TrON   I-OAXS,  29.     See  Securities. 

COSTS, 

incarred  in  reliance  on  broker's  authority,  225 

legal,  of  Official  Assignee,  r.  165 

of  proooedinf^s  as  to  genuinenees  of  securities,  185,  r.  112 

security  for, 

where  Official  Assignee  suns  in  name  of  dofaultor,  106,  242 

COUNTRY'  BROKER.     See  Broker. 

payment  to,  195 

receiving  contract  note  "  nett,"    142 

set-otl'  against,  125,  197 

special  commisaiou  for,  r.  189 

COUPON.     See  Certificate. 

for  dividend, 

on  Slock  certificate.s,  28 
deficient  or  irregular,  r.  12(j 
delivery  of,  49,  r.  130 
market  value  of,  r.  130 
payable  abroad,  r.  130 
COVER, 

deposited  in  respect  of  gaming  transactions,  252,  253 

appropriation  of,  254 
exhaustion  of,  204 
right  to  sell,  205 
securities  deposited  as,  are  pledged,  205 

CREDIT,  sale  for,  123. 

CREDITOI^S, 

compounding  with, 
forbidden,  r.  162 
penalty  on  members,  r.  163 
of  defaulter, 

deferred,  100,  r.  170 

preference  amongst,  102 
equality  amongst,  91,  r.  167 
for  differences  preferred.  94,  r.  160 

on  old  transactions  excluded,  r.  170 
for  loans  with  security,  103,  r.  172 

without  security,  103,  r.  173 
CIST 
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CREDITORS— con«n«#d. 

of  defaulter — continued. 

for  securitioa  delirererl  but  not  paid  for,  95,  r.  171 

for  Stock  Exchange  transactions  only  admitted,    94,  n.,  r.  169 

non-membera  as,  94,  241,  r.  174 

receiving  payments  in  advance,  r.  168 

selling  claim  to  non-member,  r.  175 

"  CUM  "—dividend— rights— new.     See  Right$. 
CUSTOM, 

altering  character  of  contract,  125 

law  of  land,  124 
bargains  to  be  fulfilled  according  to,  rr.  69,  72 
distinction  between,  and  Rules,  125.     See  Rultf^. 
existence  of,  a  question  of  fact,  127 
judicial  notice  of,  127 
must  be  reasonable,  125 
notice  of,  126 
particular  customs, 

for  broker  to  take  over  client's  shares,  125 

to  recognise  only  person  instructing  him,  194 
to  set-off  against  country  broker's  private  debt,  197 
to  lump  client's  orders,  119 
time  not  of  essence  of  contract,  86  91 
to  disregard  Leeman's  Act,  259 

to  execute  transfer  though  consideration  differs,  182. 
to  deliver  against  crossed  cheque,  187 
to  treat  instrument  as  negotiable,  42,  43,  44 
blank  transfer  as  good  delivery,  183 
unreasonable,  125,  194,  196,  259 

broker  not  entitled  to  indemnity  for  loss  caused  by,  130 
when  binding  on  non-member,  86,  91,  122,  126 

DAMAGED  documents,  r.  126 

DAMAGES, 

anticipatory  breach  accepted,  209,  210 
not  accepted,  208 
between  broker  and  client  by  client,  210 

by  broker,  214—216 
breach  between  buyer  and  seller,  229 

price  on  re-salc  or  re-purchase  immaterial,  229 
fixed  by  market-price,  229 

a  reasonable  time  after  breach,  230 
duty  to  minimise,  215,  229 
wrongful  detention  of  secnritieB,  231,  232,  233 
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DEALEB.     Soe  Jobber. 
DEBENTUIiES, 

aooracd  interest  on,  r.  129 

dealings  in  new,  for  special  settloinent,  r.  91 

detined,  29 

quotation  of,  in  otfioial  list.  App.  to  Riiltis  88  H 
DECEASED, 

clieut, 

broker's  right  to  dose  account  of,  2o5 

member,  adjustment  of  accounts  of,  r.  68 
DECISIONS  of  Comraittoe  final,  129,  r.  U 
DECLARATION, 

of  defaulter,  91,  r.  160.     And  see  Default. 

of  options,  65,  r.  100 

Statutoiy,  on  applications  for  special  settlement.  App.  to  Rnloa,  35 
for  official  quotation.  App.  to  Rales,  36 

DEED,  transfer  by.     See  Transfer. 
DEFAULT, 

artificial  fund,  93,  94,  241 
bankruptcy, 

default  is  act  of,  239,  240 
differences  ou  loans  provable  in,  103 

hammer  price,  provable  in,  239,  n. 
broker's  effect  on  client's  bargains,  96  n.,  2.33,  234 
cessio  honorum  default  is,  106,  230,  24-2 
client's  position  on  broker's,  96  n.,  233,  234 

making-down,  74  n.,  99 
on  jobber's,  237,  238 
closing  of  bargains  on,  92 

for  special  settlement,  98 
options,  100 
collection  of  assets  on.     See  O^cial  Aesignee. 
claims  by  official  assignee, 

not  made  till  due,  100,  103 
on  unrecognised  bargains,  r.  170 
when  client  completes,  96 — 99,  loi 
debts  paid  by  defaulter  before  duo,  92,  r.  168 
hammer  price  differences,  93 
official  assignee  can  sue  in  own  name,  2-12 
options,  100,  101 
surety  money,  13,  rr.  32,  48 
ticket  differences,  94 
debt  not  released  by,  105 
differences, 

arising  on  hammer  price  closing  form  artificial  fund,  93  241 
c  [17] 


INDEX, 
DEFAULT— continued. 

differences  —  continued. 
claims  for. 

are  liquidated  domaiid,  106 
are  provable  in  bankruptcy,  239,  n. 
will  support  bankruptcy  petition,  106 
when  claimed  by  official  assignee,  100,  103 

creditors  for,  have  preferential  claim,  94,  r.  166 

members  receiving  more  than  due  proportion  refund,  92,  r.  167 

past,  are  brought  into  account,  95 
but  not  when  stale,  r.  170 

what  pass  to  trustee  in  banki-uptcy,  93,  94,  241 
distribution  of  assets  on, 

deferred  claims,  100,  r..l70 

only  in  respect  of  Stock  Exchange  transactions,  94,  n.  r.    169 

participation  by  non-members,  94,241,  r.  174 

preferential  claims,  94,  95 

when  client  completes  with  jobber,  96—99,  101 
equality  amongst  creditors  on,  91 
hammer  price,  fixing  of,  92 

for  options,  100 
loans,  how  affected  by,  103 

differences  on,  provable  in  bankruptcy,  103 
options,  how  affected  by,  100,  101 
partnership  dissolved  by,  19 
preferential  payments,  94,  95,  rr.  166,  171 
private,  91,  rr.  162,  163 

proof  by  jobber  in  broker's,  docs  not  release  client,  235 
refunding, 

of  balance  from  l)Onevolent  fund,  r.  178 

of  debts  paid  in  advance,  r.  108 

of  excess  obtained  by  creditor,  92,  r.  167 
vests  assets  in  OflBcial  Assignee,  106 

DEFAULTERS, 

cease  to  bo  members,  91 
claims  on  assets  of, 

deferred,  100,  r.  170 

for  differences  on  old  transactions,  i-.  170 

for  loans  without  security,  103,  r.  173 

must  be  for  Stock  Exchange  transaclion,  94,  n.,  r.  169 

not  to  be  sold  to  non-members,  r-  175 
classification  of,  105,  r.  44 
clerks  of,  excluded,  rr.  60,  68 
compromise  with,  92,  rr.  162,  163 
dealings  for,  or  with,  r.  177 
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INDEX. 

DEFAULTERS— continuefi. 

declaration  of,  !il,  r.  160 

within  four  j-Oars  of  lulniissioii,  rr.  32,  41 
inn8t  vcive  up  books  atnl  naiiK'S  of  principals,  r.  -lo 
not  rtk-asod  by  completion  with  client,  lOo 
passing  and  retaining  tickets.  105,  r.  47 
publication  of  names  of,  3,  r.  19 
re-admission  of,  1()4,  105,  rr.  10,  22,  27,  35,  38,  40—  47,  4'J 

as  clerks,  21,  104,  r.  62 

i-ejectod  at  two  ballots,  r.  41 

8ub-comiiiitte(.->,  104,  r.  43 
sureties  of,  13,  r.  48 

DEL  CREDERE  AGENT,  broker      not,  114 

DELAY. 

by  broker  in  Landing  to  client  securities  bought,  187 

in  buying-iu,  89,  90,  rr.  139,  141 

in  delivery.  85,  89,  202,  rr.  128,  140,  141,  145,  UG 

in  passing  ticket,  rr.  138,  141,  145 

in  registration,  48,  it.  112,  131 

in  selling-out,  89,  r.  146 

release  of  intermediaries  by.     .See  litlerrnvhanes. 

DELIVERER.     See  Seller. 

DELIVERY, 

against  crossed  cheque,  1H7 

amounts  deliverable,  r.  127 

by  blank  transfer,  r.  113 

delay  in,  85,  89,  202,  rr.  128,  140,  141,  145,   1-Jf3 

failure  to  make, 

by  client,  220 

by  memlx'r,  88 

buying-in  for.     See  Buying-in. 
good,  what  is,  84,  rr.  104,  121.  126 
of  bearer  securities,  85,  rr,  128, 133 
of  Government  stock,  84 

to  intermediary,  rr.  96y'  109 

time  for,  r.  109 
of  "  rights  ",  r.  105 
of  securities  transferable  Ijy  deed)  84 

time  for,  82,  r.  13S 
of  securities  bought -in,  rr.  138,  140 
part  delivery,  r.  133 
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INDEX. 

DEPUTY-CHAIRMAN, 

election  of,  v-  6 

powers  of,  r/9 

fixing  price  for  "  rights",  r.  105 

DETENTION, 

of  securities,  231,  332 
of  ticket,  r.  117. 

DIFFERENCES, 

arising  on  default.     See  Default. 
hammer  price.     See  Default. 
non-payment  of,  89. 

by  client,  204 
on  buying-in  and  selling-out,  89,  rr,  134,  138,  I'JO 
on'carrying-over,  67 
onmaking-up,  73 
on  passing  tickets,  83 

on  speculative  bargains,  broker  not  trustee  of,  201 
overdue  r.  170 
payable  on  settling-day,  68,  83 

should  be  demanded  within  two  days,  r.    170 
payment  of, 

by  cheque,  83 

made  before  due,  r.  168 

DILIGENCE,  broker  must  use  due,  108 

DISCOVERY  in  action  between  broker  and  client,  131 

DISGRACEFUL  conduct,  r.  16 

DISHONOURED  cheque,  72,  79,  r.  96 

DISORDERLY  conduct,  r.  17 

DISPUTE, 

as  to  bargain,  59,  r.  71 

as  to  delivery  by  blank  transfer,  r.  113 

DISSOLUTION  of  partnership,  19,  20,  rr.  51,  52 

DIVIDENDS, 

apportionment  of,  on  bonds  and    debentures    of    Indian  Railways, 

50,  r.  129 
bargains  in  prospective,  forbidden,  50,  r.  87 
"  cum-div."  and  "  ex-div.",  47,  48 

time  for  quotation  of  securities,  49 

Inscribed  or  Registered  Stock,  r.  10  L 
mining  securities,  r.  101 
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INDEX. 

DIVIDENDS— can<inupd, 

time  for  quotation  of  Btcutitlea— Continued, 
secoritios  to  boarer,  r.  101 

transferable  by  deed,  r.  101 
income-tax  on,  dodactod  before  adjustment,  r.  102 
market-price  of,  on  boarer  secarities  when   coupon  not  dilivered, 

49,  r.  180. 
on  English  (Jovernment  loans,  28 
responsibility  of  seller  for,  47,  r,  112 

on  shares  in  American  railways,  48,  r.  131 
when  transferred  on  sale  of  securitirs,  47,  5() 

DOCUMENTS, 

required  for  official  quotation.     App.  to  Kules,  36 

responsibility  for  genuineness  and  regularity  of,  ISt,  185,  rr.  112, 

125, 126.     See  Forged  Documents. 

DK.WVN  BONDS  are  bad  delivery,  r.  104 
ENTRANCE  FEE, 

of  members,  15 

of  clerks,  21 

EQUITABLE  MOBTGAGE.  Sec  Mortgage. 
EQUITABLE  TITLE,  156—164.     See  Title. 
ESTOPPEL, 

of  company  by  certificate,  34 — 39 

when  company  not  estopped,  36,  37 

none,  as  against  person  putting  forward  forgeil  transfer,  37 

none,  unless  certificate  acted  on  to  detriment,  36 

none,  where  certificate  forged,  39,  39 

where  certificate  obtained  by  fraud,  35 

where  transferee  lulled  to  rest  by,  37 

measure  of  damages,  39 
none,  bj'  certification,  39 
by  blank  transfer,  160,  161,  162 
E.\-GOUPON.     See  Coupon. 
EX-DIY.     See  Dividend. 
EX-RIGHTS.     See  Ri,jhfs. 

EXCEPTIONAL  AMOUNTS,  quotation  of  bargains  in  r.  156 
EXCHANGE,  RATE  OF, 

dividends  payable  abroad,  r.  130 
effect  of,  on  arbitrage  dealings,  66 

EXCHEQUER  BONDS, 
are  bearer  securities,  40 
bargains  in,  arc  for  bonds  in  blank,  r.  Ill 

[21] 


INDEX. 

EXPULSION  OP   MEMBERS, 

by  committee,  3,  r.  5 

for  violating  rules,  r.  16 

for  non- compliance  with  decision  of  committee,  r.  16 

for  dishonourable  or  disgraceful  conduct,  r.  16 

for  speculative  dealings  for  or  with  clerks  or  oflBcials,  6 

notification  of,  to  public,  3,  r.  19 

expulsion  of  member  of  committee,  r.  15 

FAILURE.     See  Default. 
private,  91,  r.  162 

penalty  for  conniving  at,  92,  r.  163 
PEES.     See  Registration. 
FIDUCIARY  RELATIONSHIP 

of  broker  and  client,  109 

how  affected  by  form  of  contract  note,  141 

FIRM, 

private  dealing  with  member  of,  r.  77 
as  surety,  r.  34 

FOREIGN, 

companies  quoted  abioad.  App.  to  Rules,  36  N. 
loans,  28 

funded,  24,  n. 

transfer  of,  28 
railway  companies, 

bargains  in    bonds  and    debentures  include  accrued  interest, 
50,  r-  129 

FOREIGNER,  admission  of,  to  membership,  14,  r.  29 

FORGED  DOCUMENTS, 

brought  by  broker,  116 

certificates,  38 

costs  of  proceedings  in  respect  of,  186,  r.  112 

power  of  attorney,  26,  224 

responsibility  for  loss  oecasioncd  by,  87,  184,  185,  rr.  112,  125 

rights  of  broker  where  client  delivers,  185,  186 

b^ORM 

of  application  for  admission.     App.  to  Rules,  4,  5,  6 
re-admission.     App.  to  Rules,  7,  8 
re-election.     App.  to  Riiles,  1,  2,  3 
to  be  placed  on  the  Waiting  List,  App.  to  Rules 
16 
of  carrying-over  note,  147 
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FORM— Continued. 

of  consent  to  arbitration  of  committee,  5.    App.  to  Hulos,  31 

of  contract  note,  141 

of  negotiable  instramoiit,  41,  42 

of  notice  of  limited  partiiorshii*.    App.  to  Rules,  17 

of  nomination  for  membership,     App.  to  Rules,  15 

of  rocommondiition  of  member.    App.  to  Rules,  4 

of  ticket,  76,  80 

FRAUD, 

cancellation  of  baff^ains  for,  4,  r.  70 

certificate  obtained  by,  35 

corners,  265,  266 

officinl  quot:ition  obtained  by,  11,  262 

riet^iuR  the  market  by,  260 

sporinl  spttlcment  obtained  by,  9,  269 

transfer  obtaincil  Ijv,  26 

FUXDKD  loan,  24 

FUTDRE  ACCOUNTS,  bargains  for,  penalised,  60,  100,  r.  170 

GAMING  AND  WAGERING, 

contracts  by  way  of,  void,  244,  245 

broker's  indemmity  on,  244 
not  recognised  by  Stock  Exchange,  244 
distingnlshed  from  speculation,  245 
practically  impossible  on  Stock  Exchange,  246 
by  non-member  with  jobber,  248 
evidence  of,  250,  251 
cover  deposited  in  respect  of,  252,  253 
payment  of  gaming  debt  by  third  person,  256 
contract  to  purchase  securities  out  of  winnings  unenforceable,  255 
negotiable  instruments  given  in  respect  of,  257 
on  joint  account, 

winnings  paid  to  one,  25G 

money  found  by  one.  256 
options,  249 
time  bargains,  248 

GAMING  ACTS,  244 

when  a  defence  to  action  by  broker,  247,  248 
GENUINENESS  OF  DOCUMENTS,   responsibility   for,   87,    184, 

185,  rr.  112,  125 
GIVING  ON,  70,  n. 

GOODWILL  of  Stock  Exchange  partnership,  20 
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GOVERNMENT  AND  CORPOR.ATION,  Inscribed  or  Registered 
Stocks,  23—29,  rr.  107—111.  See  Secu.riti8.e 

HAMMER  PRICE, 

differences  are  provable  debts  in  bankruubcy,  239,  n. 
do  not  pass  to  trustee  in  bankruptcy,  241 
will  support  bankruptcy  petition,  106 
fixing  of,  92,  r.  164, 

for  options,  100 

HAMMERING.     See  Default. 

HOLDER, 

for  value  of  negotiable  instrument  given  for  gaming  debt,  257 
securities  to  bearer,  45 — 46 

when  put  on  enquiry,  46 
of  ticket,  liability  not  affected  by  release  of  intermediaries,  r.  139 
HOLIDAY,  Stock  Exchange,  r.  88 
HOUSE.     See  Stock  Exchange. 

ILLEGALITY 

of  consideration,  257 
of  custom,  124 
IMMEDIATE  BUYER  can  be  called  upon  to  pay,  79,  rr.  96,  128 
INDEMNIFICATION  of  sureties.     See  Surety. 
INDEMNITY, 

broker's  right  to, 

for  all  liability  due  to  agency,  132 
client  may  dispute  broker's  liability,  211 
for  anticipated  liability,   133 
for  gaming  contract,  244 

for  liammer  price  differences  on  jobber's  default.  2.38 
for  making  void  bargain,  122,  124 
for  paying  calls,  85,  n. 

for  personal  liability  on  Stock  P^xchange,  132 
none,  for  bargains]madein  pui-suanco  of  mistake  in  telegram,  136 
loss  occasioned  by  unreasonable  custom,  130 
by  broker's  own  default,  132 
unless  client  caused  default  or  accepts 
closing,  235,  236 
when  acting  for  company  acting  ultra  virey,  133,  n. 
where  broker  pays  when  not  bound  to,  133 
where  broker  acts  unreasonably,   133 
where  contract  illegal,  124 
not  affected  by  anticipatory  bi-each  bj'  client   not  accepted,  210 
when  buying-in  rule  suspended,  91 
when  client  fails  to  make  payment  on  delivorj',  220 
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INDEMNITY— r..nhnutfi. 

broker's  rif^lit  to — C(>ntiiiu>d. 

where  ntTount  wronjrfiilly  closi'd,  216,  217 
where  compcllod  to  indeiniiify  seller  agaiust   calls,  181 
where  niado  liable  tliroiigh  dieut  deliveriug  Bpurious  socurities 
185,  186  ' 

f,'iving  bad  naino,  177 
seller's,  agaiust  jobber,  171,  172,  173 

against  purciiaser  for  liabilities   in   resjiect  of  securities 
sold,  177 

fur  calls,  18U 

when  made  contributory  in  winding 
up,  181,  228 
when  granted  in  lieu  of  specific  perforinauce,  22S 
with  specific  performance,  228 
INDIAN  LOANS,  28 

transfer  of,  28 

rupee  paper,   50 

INFANT, 

name  of,  can  be  refused,  170 

passing  does  not  release  jobber,  173.  174 

INSOLVENCY, 

definition  of,  206 

of  client,  right  of  broker  to  close  account,  205 
of  member,  r.  161 
IN  SOLVENT,  broker  must  not  deal  with,  for  client,  113.    See  Bankrupt. 
f  N'STALMENTS,  date  of.  on  sciij)  fixes  date  of  settlement,  7,  r.  90 
INSTRUCTIONS  to  brokor.     See  Broker. 
INTEREST.     See  Dividends. 
INTERMEDIARIES, 

passing  of  tickets  by,  76,  r.  114 

payment  by.  where  deliverer  settles  with  immediate  buyer  under 

rule,  96.  79.  rr.  100,  123,  128 
payment  of  differences  by,  83 
release  of,  by  deky  in  delivery.  85,  rr.  128,  146 

in  buying-iii,  89,  90,  rr.  139,  141 
in  selling-out,  89,  r.  146 
in  registration,  48.  r.  112.  13) 
in  caso  <f  suspension  of  buyinir-in  rule,  90,  r.  135 
delivery  of  di-awn  bonds,  r.  104 
resiwnsibility  of,  for  dividends,  48,  r.  112 

for     genuineness    of   documents,     184,     185, 
rr  112,  125 
splitting  bv,  80 

d  '  [25] 
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INTERVENTION  by  Committee  in  proceedings  by  client,  r.  72 

INVIOLABILITY  of  bargains,  r.  70 

ISSUER  OF  TICKET, 

liability  of,  not  affected  by  release  of  intermediaries,  r.  139 
not  bnying-iu,  releas'^s  intermediai-ies,  89,  90,  rr.  139,  141 
responsibility  of,  for  loss  occasioned  by  selling  out.  rr.  143,  144, 145 
for  purchase-money,  77,  79,  r.  146 

ISSUING  OF  TICKETS,  76,  rr.  108,  114,  128 

JOBBER, 

business  of,  17 

can  deal  with  public  direct,  18 

can  be  sued  by  client,  192,  rr.  72,  176 

cannot  be  compelled  to  make-down  on  broker's  default,  234 

contract  of,  with  seller,  171,  172,  173.     See  Novation. 

default  of,  does  not  make  broker  liable  to  client,  237 

rights  of  broker  and  client  upon,  237,  238 
does  not  guarantee  registration,  1 77 
may  not  act  as  broker,  19,  r.  80 
offer  by.  56 

acceptance  of,  56,  r  92. 
partnership  with  broker  forbidden,  19,  r.  53 
proof  by,  on  defauUer's  estate  does  not  release  client,  23.5 
release  of.     See  Novation. 
when  client  of  defaulting  broker  completes,  jobber  must  account 

to  estate,  96,  235 
whether  client  can  complete  with  direct,  188 — 192 

JOINT  ACCOUNT,  dealing  on,  r.  54.     See  Partnership. 

JOINT  NAMES,  broker  selling  securities  out  of,  197 

LBEMAN'S  ACT, 

contracts  void  under,  258 

broker's  indemnity  wherej^l22,  124 
broker  making,  when  liable  for  negligence,  259 
custom  to  disregard,  125 

is  unreasonable,  125,  259 
what  is  notice  of,  126 
waiver  by  client  of  non-ompliance  with,  2511 

LEGAL  ISSUE,  meaning  of,  in,  r.  112,  184 

LEGAL  PROCEEDINGS, 

against  members,  4,  r.  72,  176 

by  members,  4,  r.  72 

expenses  of,  in  dispute  as  to  title,  186,  r.  112 
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LEGAL  TITLE,  lo6,  157.     See  Title. 

LETTERS  OF  RENUNCIATION',  51.  r.  105 

LIABIL  TY, 

in  ri'spect  of  ticket.     See  Ticket. 

tor  dividends.     See  Div»dend«. 

for  genuineness  of  docaraents.     See  UenttineneBS. 

of  sureties.     See  Surety. 

LIEN, 

of  broker,  189,  222 

can  be  made  effective  by  bankruptcy  proceedings,  223 
extends  to  securities  of  third  person*,  222 
no  power  of  sale  under,  222 

LIMIT  OF  PRICE,  instructions  to  broker  as  to,  136 

LOANS, 

English,  India,  Colonial,  Corporation.     See  Securities. 

foreign.     See  Foreign. 

Stock  Exchange.  71,  r.  97.     See  Mortgage. 

distinguished   from  carrying  over,  70 

identical  securities  to  be  returned,  71,  151,  r.  97 

^stamps  on,  165,  r.  120 

default  as  affecting,  103,  rr.  172,  173 

LUS8, 

on  buying-in  or  selling-out.     S^e  Buying-iii  and  Sellinj-out. 
occasioned  by  splitting  tickets.     See  Tickets, 

LUMPING  ORDERS.     See  Prtvtti/. 
LUNATICS, 

name  can  be  refused,  170 

release  of  jobber  passing  name,  175 

MAKE-DOWN,  74,  166 

client  cannot  compel  broker  to,  167 

jobber  to,  on  broker's  default,  234i 

MAKE-UP,  73 

must  be  done  at  making-up  price,  v.  99 
no  obligation  to,  74 

MAKING-UP  PRICE, 

continuation  done  at,  t>7,  r.  9iJ 
tixiog  of,  66 
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MAKING-UP  ^B.IC'E— continued. 

making-up  must  be  done  at,  r.  99 

of  contango  day,  wlien  used,  75  n.,  rr.  114,  122,  128 

of  ticket  day,  when  used,  88,  r.  122 

tickets,  when  passed  at,  75,  rr.  114,  128 

use  of, 

by  Settlement  Department,  79,  r.  114 

for  completion,  75,  rr.  114,  128 

for  unsettled  accounts,  88  n.,  rr.  122,  132 

MANAGERS, 

of  Stock  Exchange,  1 

fix  entrance  fee  and  subscription,  r.  21 

not  liable  for  errors  of  certification,  84,  r.  121 

MARKET,  17,  56 

turn  of  the,"  18,  68  n. 

MARKET-MAKING, 

when  legitimate,  263 
dealings  before  allotment,  264 

MARKET  PARTNERSHIPS,  19,  20,  r.  54 

MARKET-RIGGING,     See  Rigging. 

MARKETABLE  QUANTITIES,  56,  r.  92 

MARKING  bargains,  10,  58,  rr.  153—158.     See  Official  List. 

MEMBERS, 

acting  as  brokers  and  jobbers  at  same  time,  19,  r.  80 

admission  of,  12—16,  rr.  21,  26,  28 

advertising  by,.  16,  271 

agreement  by,  to  be  bound  by  rules,  12.  App.  to  Rules,  4 

annual  re-election  of,  3,  12,  rr.  21,  28 

Committee's  jurisdiction  over.     See  Committee. 

deceased,  clerks  of,  r.  68 

disputes  between,  r.  71 

and  client,  5,  r.  73.  App.  to  Rules  31 
employed  as  clerks,  rr.  55,  56,  59 
entrance  fee  of,  15 
expulsion,  of  3.     See  Expulsion, 
legal  proceedings  by,  4,  221,  r.  72 
nomination  of,  12,  rr.  26,  27,  28 
objection  to  admission  or  re-admi.ssion  of,  15,  r.  35 
partnership  between,  19,  rr.  51 — 54.     See  Partner$hip. 
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MEMBERS— co"'»n«cci. 

principals  tnter  se,  16,  55,  rr.  69.  95 
qualilication  of,  12—16 
bankruptcy,  r.  31 
piust  be  British  siibjiM-t,  14,  r.  29 

must  becomo  phareliolders  iu  Stock  Exchange,  1,15,  rr.  27, 39, 42 
muBt  not  engage  in  other  busineBs,  l5,  r  30 
recommenders  of.     See  Surety. 
re-election  of,  12.  rr.  21,  23 

after  default.     See  Defaulter. 
subscTiption  of,  15 
sureties  of.     Sec  Surety. 

wife  of,  must  not  engage  iu  bnsineas,  15,  r.  30 
MINING  MAKKET8, 
securities  dealt  in, 

selling-out  of,  r,  145 
when  qtiotcd  ex-div.,  r.  101 
South  African,  preliminary  contango  day  in,  7  n. 
two  ticket  days  in,  7  n. 
MISTAKE, 

in  contnict  note,  143 
in  telegram,  136 
MORTGAGE  of  Securities,  150—165 

distinguished  from  continuation,  151,  r.  97 

from  pledge,  152 
equitable, 

how  created,  157 

by  deposit  of  certificate  and  blank  transfer,  160 

by  instrument  under  hand  only,  165 

efi'eet  on  stamp  duty,  165 
legal  estate,  effect  of  getting  in,  158,  159 
notice  to  company  of,  164 

priority  between  equitable  mortgages,  158,  164 
between  equitable  and  legal,  158,  159 
foreclosure  of,  when  granted,  156 
redemption,  right  of,  155 
■ale, 

power  of, 

where  time  for  repayment  tiied,  154 
where  time  not  fixed,  154 
where  more  demanded  than  due,  155 
proceeds  of,  mortgagee  or  pledgee  must  account  for,  I5'i 
stamps  on,  165,  r.  120 
BOb-mortgage,  right  to,  153 

limited  to  amount  lent,  154 

where  mortgage  is  by  deposit  of  certiBcate  and  blank  tranifei 
IGO 
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NAME, 

acceptance  of.     See  Noi^ation- 

broker  issuing  ticket  warrants  that  he  has  authority  of,  174 

objection  by  seller  to,  169 

arbitration  of  committee  upon,  169 
passing  of.     See  Tickets. 
bad  name,  effect  of,  177 

seller's  remedy  fur,  177 
release  by,  of  broker,  175 

of  client,  175,  176 
of  jobber.     See  Novation. 
what  names  may  be  rofuaed,  170 

NAME  DAY.      See  Ticket  Bay. 
NEGLIGENCE, 
of  broker,  131 

delivering  against  member's  crossed  cheque  not,  187 
making  coutrncr  void  under  Leeman's  Act,  259 
NEGOTIABILITY, 
essentials  for,  41 

custom,  42,  43,  44 
form  of  document,  41,  42 
evidence  of,  44 

of  English  securities,  30,  41,  43,  4G 
of  foreign  securities,  43,  44 
NEGOTIABLE  INSTRUMENT, 

bearer  securities,  which  are,  41 — 44 
notice  of  defect  in  title  to,  45,  46 
value,  what  is  giving,  46,  47 
given  in  respect  of  gaming  transactions,  257 
NEW  ISSDE, 

bargains  in  securities  of,  60,  r.  91 

when  for  day  prior  to  special  sotting  day  are   postponed    on 
default,  r.  170 

See  0_§icial  List  and  Special  Settlement, 
NKW  SECURITIES  IN   RIGHT  OF  OLD.     See  Eight?. 
NOMINATION  of  members,  12,  13,  rr.  26,  27,  28,  App.  to  Kules,  15 
NON-DELIVERY.     See  Delivery. 
NON-MEMBER.     See  Client. 

action  by,  intervention  by  committee,  r.  72 

broker  dealing  for  client  with,  121,  145,  148,  r.  83 

claims  against  defaulter's  estate  not  to  be  sold  to,  r.  175 

claims  by,  on  defaulter's  estate,  94,  241,  r.  174 

complaints,  by,  to  committee,  5,  r.  73 

not  recognized  by  Stock  Exchange,  16,  54,  r.  69 

reference  to,  for  payment,  87,  188,  r.  9.'j 

what  customs  bind.     See  Custom. 

what  rules  bind.     See  Rules. 
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NOTICE. 

judicial,  of  cnstoin,  44,  127 

of  application  fur  Rpicial  sottloment.     See  Special  Setllcwext.. 

of  buyini<-in  atid  Boliinpoiit.     Soo  Buuing  in  and  Sellmg-out. 

of  (lofnot  ill  title  to  iicgotialilo  iiistrniiicnt,  4'),  4(3 

of  expulsion  or  aiiMpi-nHion  of  iiiembor,  3,  r.  19 

of  partiiershi|),  19,  r.  ."il 

market,  :.'0,  r.  54,  A  pp.  to  Rules,  17 
of  unreaaouablo  outtoiu,  l-o 
to  client  by  broker, 

of  adding  to  rates,  147,  14S 

of  dealing  with  non-membor,  14S,  v.  S'-i 

of  taking-in,  14 ) 

form  of,  150 

NOVATION, 

between  ultimate  seller  and  ultimate  purchaser,  168 
by  acceptance  of  name  passed, 
release  of  broker  by,  175 

client  liy,  17.5,  17t5 
jobber  bv,  169—173 
by  acceptance  of  name  of, 

corporation  acting  ultra  vires,  174 
infant,  173,  174 
insolvent  person,  171,  17~ 
lunatic,  175 
married  woman,  174 
non-existent  person,  173 
person  not  competent  to  contract,  173,   174 
not  willing  to  contract,  173.  174 

NUMBER 

on  tickets,  r.  lL'8 

OBSTRICTION  of  business,  3,  r.  17 

OFPEE 

to  buy  or  sell,  56 

acceptance  of,  must  bo  for  marketable  quantity,  56,  r.  U2 
unlimited,  to  what  extent  binding,  56,  r  9l' 

OFFICIAL  ASSIGXEK, 

accounts  kept  by,  r.  178 

appointment  of,  r.  159 

asset.s  of  defaulter,  vest  in.  106 

can  sue  in  own  name  for  assets  due  to  defaulter,  242 

amounts  thus   recovered  caniiot    be   attached  by    creditor  of 
defnulter,  242 
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OFFICIAL  ASSIGNEE— continued. 

claicis    of,    against    jobber   when  client    of  defaulter   completes, 

96-99,  101. 
collection  of  defaulter's  assets  by,  94,  238,  r.  165 
Deputy,  92  n. 

fixes  hammer  price,  92,  lOO,  r.  164 
legal  expenses  of,  r.  165 

liability  of,  to  trustee  in  bankruptcy  for  assets  241 
purchaser  from,  cannot  set-ofiE  debt  due  by  defaulter,  242 
rights  of,  as  against  trustee  in  bankruptcy,  238 

to  bank  balance,  241 

to  hammer  price  differences,  241 

to  ordinary  differences,  241 

to  ticket  diiferences,  241 
suing  in  name  of  defaulter,  security  for  costs,  242 

OFFICIAL  LISTS, 

control  of,  by  committee,  10,  r.  153 
quotation  in, 
of  bargains, 

"  ex  "  or  "  cum  "  dividend.     See  Dividend. 
*■  ex  "  or  "  cum  "  rights.     See  Rights. 
exceptional  amounts,  r.  156 
expunging,  58,  r.  155 
marking,  10,  58,  r.  154 
must  be  at  market  price,  58,  r.  154 
omitted,  58,  r.  J  57 
of  securities, 

application  for,  10,  rr.  151,  152.     App.  to  Rules,  36 
of  new  companies,  10.     App.  to  Rules,  36  F 
of  foreign.     App.  to  Rules,  36  N 
of  new  loans,  10      App.  to  Rules,  36,  P,  Q 
of  vendors',  11.     App.  to  Rules,  36  L 
obtained  by  fraud,  11,  261 
OFFICIALS,  speculative  business  for,  6,  r.  76 
"OPENING,"  58 
OPTION, 

broker  converting  client's,  64 

call,  61 

closed  by  default,  100 

conversion  of,  put  in  to  call,  &c.,  63 

fixing  hammer  price  of,  100 

instances  of  dealings  in,  62,  63 

not  gaming,  65,  249 

price  of,  61 
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OPTION— co7i^nitc<?. 

put,  61 

put-and-call,  61 
quotation  of,  61 
rights  on,  53,  r.  100 
•    time  for  declaring,  (55,  r.  100 
"  declares  it.solf,"  65 
OUT.OF-TIMK  bargains,  01,  100,  r.  170 

OUTSIDi:  BROKER,  250 

PARTNER,  ruunor  is  not,  17 

PARTNERSHIP,  19 

botween  brolcors  and  jobbers  not  allowed,  19,  r.  53 

member  and  non-member  not  allowed,  19,  r.  53 
member  and  wurety  or  recommender,  14,  r.  34 

consent  of  sn-eties  required  to,  I'J,  r.  53 

dissolution  of,  by  default,  19,  r.  52 

goodwill,  20 

market  partnership  19,  20,  r.  54 

notification  of,  19,  r.  51 

of  alteration  in,  19,  r.  51 

private  bargain  with  member  of,  r.  77 

PAY  DAY,  82.     See  Settlinfj  Day. 

PAYMENT, 

by  broker,  193 

to  agent  entrusted  with  documents  of  title,  194 
agent  instructed  to  soil,  l'J4,  196 
agent  by  bill,  198 

by  cheque,  198 
broker  on  Stock  Exchange,  194 
country  broker,  195 
one  of  several  co-owners,  193 
owner,  193 
solicitor,  194 

where  Conveyancing  Act,  1881,  upplies,  195 
by  client,  186,  187 

broker's  rights  when  client  fails  to  make,  220 
by  intermediaries, 
of  differences,  75 
of  price,  79,  rr.  96,  109,  123,  128 
of  differences, 

by  cheque,  83,  r.  94 
when  due,  68,  83 
•  [88] 
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PAY'M.'ENT— continued. 

of  price, 

by  bank  notes,  87,  r.  94 

by  cheque,  86,  193,  r.  94 

method  of  making,  75,  86 

when  due,  82,  rr.  93,  94,  96,  123,  133 
p  rtions  of  securities  to  be  paid  for,  r.  133 
premature,  92,  r.  168 

reference  for,  member  need  not  take,  to  non-member,  87,  183,  r.  93 
PLACING  shares,  commission  on,  paid  by  company,  133,  n. 
PLEDGE.     See  Mortgage. 

made  in  respect  of  gaming  transaction,  252,  253 
right  to  re-pledge,  ]  53  . 

to  sell,  205 
securities  deposited  as  cover  are,  205 

POWER  of  Attorney.     See  Attorney. 

PREFERENTIAL  claims.     See  Default. 

PREMATURE  settlement,  92,  r.  168 

PRICE, 

broker  adding  to,  111,  116 

limit  of,  when  given  to  broker,  136 

"  making  a,"  57 

makiiig-up.     See  Ma\ing-up  Price. 

on  transfer,  182 

may  differ  from  that  received  by  transferor,  182 
ticket.     See  Ticket  Price. 

PRICE  LIST,  published  by  member,    sanction  of  committee  required 

r.  153 
PRINCIPAL, 

broker  acting  as,  65,  109—112,  117,  149.     See  llroker. 
members  are  principals  inter  se,  16,  55,  rr.  69,  95 

PRIVATE, 

bargain  with  member  of  firm,  r.  77 
default,  91,  rr.  162,  163 

PRIVITY  of  contract, 

Bppropi'iation  by  broker  to  make,  120 

bargain  with  third  party  must  correspond  with  client's,  117 
broker  buying  in  one  lot  for  several  clients,  119 

several  lots  for  several  clients  and  averaging 
price,  118,  n. 
[34] 
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rUIVlTV  of  contract — continued. 

broker  buying  in  one  lot  for  self  and  clients,  IJO 

for  One  client  from  several  tliinl  |)erHon8,  1-1 

Ijetwcen  jobber  and  client,  108 
broker's  duty  to  make,  116,  117 
by  lumping,  when  created,  117—120 

PROOF, 

against  bankrupt's  estate.     See  Banhriiptcy. 
against  defaulter's  estate.     See  Default. 

PROPRIETORS  of  Stock  E.cchange,  1,  15,  rr.  39,  -IJ 
PBOSPECTIVK  dividends,  bargains  in,  forl)iddeii,  50,  r.  87 
PROSPECTUS, 

of  company.  Committee's  requirementH,    10,  A.pp.  to  Rules   36  A 
of  loan,  Commictee's  requirements,  10,  App.  to  Rules  36  A.  P. 

PUBLIC  A  nON  of  defaaUer'a  names,  3,  r.  19 

PURCHASER.     See  Ultimate  Purchaser. 

paymiiat  by,  notwithstaading  novation,  79,  r.  96 

PUT.     See  Option. 

PUT-AND-CALL.     See  Option. 

QUALIFICATION, 

of  clerks.     See  Clerks. 

of  members.     See  Members- 

of  Committee.     See  Committee. 

QUOTATION, 

vx  or  cum  dividends  or  riglits,  -18 — 50,  rr.  lUl,  100 
of  bonds,  23 

options,  61 

shares,  23 

stock,  23 
iti  Official  List.     See  Oficial  List. 

obtained  by  fraud,  11,  262 

RATE  OF  EXCHANGE.     See  Exchange. 
RATES  lor  continuation.  68,  147 
RE-ADMISSION  of  d>f  lultor.     So3  Defa<dter. 
KECOM MENDER.     See  Suntij. 
RE-ELECTION  of  members,  12,  rr.  21,  23,  35 
REFERENCE  to  nou-mombei  for  payment,  87,  188  — l;i2,  r.  96 
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REGISTRATION, 

duty  of  obtaining  is  ou  purchaser,  179 
fees  on, 

payable  by  purchaser  if  securities  taken  up,  141  and  n.,  r.  120 
by  borro-\ver,  r.  120 
seller  of  inscribed  stock  not  receiving  ticket  may  claim,  r.  107 
not  usually  guaranteed  by  jobber,  177 
seller,  178 
responsibility  of  seller  for  dividends  ceases  when  reasonable  time 
for,  elapses,  47,  48,  r.  112 

in  American  shares,  48,  r.  131 
right  to,  gives  legal  title,  157 
where  directors  refuse  consent  to,  179 
seller  cannot  rescind,  179. 

REGDLARITY  of  documents,  184,  185,  rr.  112,  125,  126 

RELEASE, 

by  passing  name, 

of  broker,  175 

of  client,  175 

of  jobber,  See  Novation. 
of  intermediaries.     See  Intermediaries. 
of  sureties.     See  Sureties. 

REMISIER,  16,  r.  187,  App.  to  Rnles  39,  39a.     And  see  Runner. 
REMUNERATION, 

of  broker,  109,  143 

on  carrying  over,  147 

taken  by  adding  to  rates,  147 
minimum  scale  of,  143,  rr.  179 — 189,  App.  to  Rules  38 
must  be  reasonable,  132 
right  to,  lobt  by  breach  of  duty,  109 

RENUNCIATION, 

letters  of.     See  Letters. 

of  bargains.     See  Repudiation. 

REPUDIATION  of  bargain  by  client,  109—112,  117 

RESIGNATION  of  members,  r.  50 

RESOLUTION  of  Committee.     See  Committee 

REVOCATION 

of  authority, 

of  authorised  clerk,  21,  r.  67 
of  broker,  137 
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RIGGING  tlio  maikoi, 


action  of  deceit  for,  262 

by  false  re|iort8,  260 

by  lictitioua  purchasi's  and  salea,  260,  261 

conspiriug  to,  criminiil  oiTeiicc,  260,  2tjl 

suits  lietween  conspirators  not  eutortaiued,  263 
distingaisLfd  from  market  making,  263 

KIGHTS, 

fixing  price  for,  52,  53,  r.  105 
on  securities  under  option,  53 
quotation  ex  or  cum,  48,  51,  53,  r.  106 

ROUTINE  business.     See  Committee. 

RULES, 

alteration  of,  4,  rr.  5,  12 

applicants  of  membership  agree  to  bo  bound  Iiy,  12,  A  pp.  to  llulesi 
making  of  new,  3,  r.  5 
repeal  of,  r.  5 

suspension  of,  3,  4,  rr.  20,  135.     And  see  Buyiny-in. 
what,  bind  non-members,  127,  128,  169 
is  reasonableness  material  ?  127—130 

RUNNER,  16.     And  see  Remisier. 

authority  of,  17 

not  a  partner,  17 

whether  entitled  to  profit  coutaugoes,  17 

SALE  OF  GOODS  ACT,  137 

SCRIP,  29  n. 

certificates,  29 
Rettling  day  in,  7,  r.  90 

SCRUTINEERS,  2,  r.  8 

SECURITIES, 

bearer.     See  bearer. 
companies',  22,  29-40 

certificate.     See  Certincate. 
debenture,  29 

transfer  of,  30 
shares  and  stock,  30 

conversion  of  shares  into  stock,  23 
quotation  of,  23 
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^EGVRlTIEfi -continued. 

sLares  and  stock — continued, 

transfer  of,  31,  32,     Aud  see  Transfer. 
And  see  Shares;  Stock. 
share  warrants  to  bearer,  31 
deliverable  by  deed  of  transfer,  29-40,  vr.  112 — 124 
buying-in  of,  87,  r.  138 

delay  in,  89,  r.  146 
calls  on,  r.  119.     Aud  see  Indemriity. 
delivery  of, 

time  for,  82,  202,  rr.  123,  137,  138 

what  is  good,  84,  r.  121 
dividends  on.     See  Dividends. 
niaking-up  price,  66,  r.  99 
offers  to  buy  or  sell,  56,  57,  r.  92 
selling-out,  87,  rr.  145,  147 

delay  in,  89,  r.  146 
tickets.     See  TicTcets. 
transfer  of,  31,  32.     And  see  Transfer. 
unsettled  bargains  in,  88  n.,  r.  122 
G-overnment  and  Corporation  Inscribed  or  Registered  Stocks,  etc. 
23-29,  rr.  107-111 
buying-in  of,  88,  rr.  137,  138 
delivery  of,  84,  r.^lOg 
loans  on.     See  Loans. 
making-up  price,  66,  r.  99 
offers  to  buy  and  sell,  56,  57,  r.  92 
selling- out  of,  88,  rr.  J  43,  144 
tickets.     See  TicTceU. 
transfer  of,  24.     And  see  Transfer. 
loans, 

British  Government,  24 

Consols,  24  n. 

dividends,  28 

"  funded,"  24  n. 

transfer  of,  24.     And  see  Transfer. 

"  unfunded,"  24 
Colonial  Government,  28 

selling-out  of,  88,  rr.  143,  144 

transfer  of,  28.     And  see  Transfer. 
corporation,  29 

foreign  Governmeut,  28.     See  Fonign. 
India,  28.     See  India. 
roBponsibility    for   gftnuinoucbS   and    regularity   of,    184,    rr.    112 
125,  126 
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SECURITY, 

for  costs.     See  Costa. 

for  loans.     See  Loans. 

money  borrowed  with«-ut,  21,  r.  G4 

SELLER, 

contract  between  jobber  and,  171-173 

dolirery  by.     See  Delivery. 

indemnity  of.     See  Indemnity. 

made  contributory,  180,  228 

may  claini  payment  from  i.uyer,  79,  r.  96 

time  {or  delivery  when  he  does  so,  rr.  96,  123, 128 
objection  by,  to  name-     See  Name. 

to  transferee,  169 
release  of.     See  Intermediaries. 

responsibility  of,  fur  genuinenoBs  and  regularity  of  documents, 
184,  rr.  112,  li>5,  126 
for  dividends,  47-50,  rr.  112,  131 
warranty  of  title  by,  1S3 

SELLING-OUT, 

by  broker,  against  cMent,  212,  220 

need  not  be  done  through  utHcials,  212 
by  member.s  inter  se, 

(lone  by  officiais,  88,  r.  134 

of  bearer  securities,  88,  r.  148 

of  Colonial  stock,  88,  rr.  143,   144 

of  Governmen',  etc.,  stock,  88,  rr.  143,  144 

of  sfcurities,  deliverable  by  deed,  88,  rr.  145,  147 

notice  of,  to  settlement  department,  r.  145 

delay  in  89,  r.  146. 

time  for,  88,  rr.  143,  144,  145,  148 

SETTLEMENT,  6 

special.     See  8i>ecial  Settl''ment. 
SETTLEMKNT  DEPART.MENT,  76,  78 
assists  subscribers  only,  78 
clearing  by,  78 

penalty  for  cleaiiug  non->ubscriber,  70  n. 
securities  sul)jcct  to  arrangement  by,  78 

notice  to,  before  selling  out  of.  r.  145 
tickets  parsed  at  raaking-up  price,  75,  r.  11 
unsettled  bargains  in.  r.   122 
tickets, 

passing  of  to,  82 
pa.ssed  to,  form  of,  81 
split  by  form  of,  82 
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SETTLING  DAY, 
Ordinary,  6 

bargains  are  for,  unless  otherwise  agreed,  59,  r.  91 

differences  are  due  on,  68,  83 

in  English  and  Indian  Government  Securities,  7,  r.  89 

in  other  securities,  7,  r.  89 
Special.     See  Special  Settlement. 
SET-OFF, 

by  broker,  196,  197 

custom  to,  debts  of  country  broker,  unreasonable,  125,  197 
of  debt  due  by  defaulter  against  purchase  from  Official  Assignee,  2-12 
of  one  bargain  against  another,  73 
of  past  differences  on  default,  95 

of  profits  on  out  of  time  bargain  with  defaulter,  101 
wliere  agent  entitled  to  retain  part  of  purchase-money,  198 
SHARE,  22 

fully  paid,  can  be  converted  into  stock,  23 
preferred,  ordinary,  deferred,  30 
quotation  of,  23 

transfer  of,  31.     And  see  Transfer. 
warrant,  31 ,  41 

SHARE  AND  LOAN  DEPARTMENT, 

secretary  of, 

certification  by,  39,  r.  121 

duties   of    in   respect    of  special    settlement  and  ofHcial 

quotations,  8-11,  rr.  149-151 
fixes  price  for, 

dividend  coupons,  r.  130 
rights,  52,  53,  r.  105 
on  options,  54,  r.  106 
SHUNTING,  65 

SOLICITOR,  payment  by  broker  to.     See  Payment. 
SOLVE  .VCY, 

broker  may  assume,  of  member,  113 
does  not  guarantee,  113,  114 

SPECIAL  BUSINESS  of  Committee.     See  Committee. 

SPECIAL  SETTLEMENT,  7 

application  for.  8,  9 

in  companies'  securities.     App.  to  Rules,  36 

in  loans.     App.  to  Rules,  36  P. 
bargains  for,  are  closed  by  default,  98 
bargains  in  new  securities  are  for,  7,  r.  SI 
in  vendors'  shares,  8,  r.  150 

new  securities  claimed  in  right  of  old  are  for.     See  Rights. 
obtained  by  fraud,  9,  269 
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SPECIFIC  PERFORMANCE,  226-228 

indemnity  jfranted  with,  228 

in  lien  of,  228 
of  contract  for  shares,  226 
for  Btock,  220 

SPECULATIVE  bargains, 

broker  not  trustee  for  client  of  differences  received  on,  201 
client  must  settle  with  jobber  for,  throngh  broker,  192 
distinguished  from  gaming,  245 

from  investment,  55 
for  clerks  or  officials,  6,  r.  7G 

SPLIT,  77.     See  TicJctt. 

STAG,  264  n. 

STAMP  DUTY, 

on  contract  note,  138,  liG 

exemptions  from,  139 

payable  by  client,  140 

penalty  for  not  stamping,  139 
on  contracts  between  principals,  140 
on  mortgages,  165 

payable  by  mortgagors,  105,  r.  120 
on  transfers,  32.  182 

payable  by  purchaser,  182.  r.  120 

by  seller  in  first  instance,  82 

when  ticket  split,  81 

STATUTE  OF  FRAUDS,  137 

STOCK,  22 

amounts  dealt  in,  22 
inscribed,  24 
quotation  of,  23 
transfer  of.     See  Trait tfer. 
And  see  Seeuritiei. 

STOCK  CERTIFICATE,  27 

bargains  in,  are  for  certilicatos  in  blank,  r.  Ill 

STOCK  RECEIPT,  25 

time  for  delivery  of,  to  immediate  purohaser  under  rale  96.  r.  109 
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STOCK  EXCHANGE, 

capital  of,  1 
clerks.     See  Clerks- 
Committee.     See  Committee. 
constitution  of,  1 
holidays,  r.  88 
managers,  1 

members.     See  Meinhers. 
proprietors,  1,  15 
shareholders,  1 

SUB-COMMITTEE  on  re-admisaion  of  defaulter,  104,  r.  -13 

SUB-MORTGAGE, 

right  to,  153 

by  blank  transfer,  160,  161 
And  see  Mortgage. 

SUBSCRIPTION, 

fixed  and  received  by  managers,  1,  r.  21 
of  clerks,  21 
of  members,  15 

payment  of,  not  essential  for  vote,  v.  2 

SURETY,  12 

amount  guaranteed  by,  13.  r.  32 

becoming  partner  or  clerk  of  member,  14,  r.  34 

consent  of,  required  to  partnership,  19,  r.  53 

eligibility  of,  r.  34 

firm  acting  as,  r.  34 

for  bankrupt  or  insolvent  on  ro-admission,  r.  49 

for  new  member,  13,  r.  32 

form  of  letter  signed  by,  App.  to  Rules  4 

not  to  be  indemnified,  13,  r.  48 

number  of,  13,  r.  32 

personal  knowledge  of  applicants,  1 4,  r.  33 

questions  put  to,  14,  r.  36 

re-admission  of  defaulters,  re-payment  to  sureties  on,  r.  46. 

release  of,  by  lapse  of  time,  13,  r.  32 

subsequent  indemnification  of,  13,  r.  48 

SUSPENSION, 

of  members.     See  Members. 

of  rules,  4,  rr-  20,  135.     And  see  Buying-in. 

TAKING-IN,  70  n. 

broker  becomes  principal  by,  149 

form  of  notice  to  client  that  broker  in,  149,  150 

TAPE,  betting  on  the,  250  n. 
TELEGRAPHIC  instructions,  mistake  in,  136 
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TICKET, 


alteration  of,  r.  117 
antedated  or  undiited,  r.  UG 
detention  of,  r.  117 

by  defaulter,  105,  r.  47 
difft-roncee,  claimed  on  pasHing,  83 

do  nut  pass  to  truetco  in  bankruptcy,  93 
endoraemcnt  of,  77,  80,  rr.  114,  128 

by  Settlement  Department,  82 

failure  to  pass,  87,  8S 
form  of,  77,  80,  rr.  114,  128 
Government,  etc.,  stock.     See  Transfer  Tidet. 
holder  of,  liability  of,   not  affected    by  rolcaso  of    intennediaries, 
r.  139 
for  loss  caused   by  aelling-oat,  rr.  143,    144, 

145 
issue  of,  77,  rr.  108,  114,  128 
JSBuor  of,  buying-iu  by,  88,  r.  138 

calls  claimable  from,  r-  119 

liability  of,  not   affected   by   release   of   intermediaries, 
r.  139 
numbers  on,  for  bearer  aecuritios,  r.  128 

must  be  taken  by  recoivcr,  r.  123 
pusaer  of,  claim  against,  fur  payment,  79,  r.  96 
passing  uf,  76,  77,  166 

at  raaking-up  price,  79,  r.  114 
by  defaulter,  105,  r.  47 
delay  in,  r.  144 

on  day  before  ticket  day,  r.  114 
time  for,  rr.  114,  128 

at  offices  or  in  settling  routi  a,  r.  114 
of  receipt  to  bo  marked  on,  r.  114 
to  Settlement  Department,  82 

price  on, 

securities  to  be  transferred  at,  32,  85,  182,  r.  118 
use  of,  in  completion,  76,  83,  r.  114 
gecurities  to  bearer,  for,  r.  128 

can  only  be  split  by  Settlement    Department, 
7S  n.,  r.  128 

splitting  of, 

bearer  securities,  78  n-,  r.  128 
form  of  split,  81,  82 

incidence  of  expense  incurred  by,  78,  r.  115 
original  to  be  kept,  78,  r.  115 
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TICKET  DAY,  7,  77.     And  see  Ticket. 

procedure  on,  77,  rr.  107,  108,  114,  118,  128 
TIME, 

bargains  "  out  of,"  61,  100,  r.  170 
essence  of  contract,  -when,  86,  202,  221 
for  buying-in,  89,  rr.  137—141 
for  claim  in  respect  of  damaged  bonds,  r.  126 
drawn  bonds,  r.  1 04 
rights,  51,  54,  rr.  105,  106 
for  completion,  60,  230,  r.  91 
for  declaration  of  options,  65,  r.  100 
for  delivery  of  securities,  82,  rr.  123,  137,  138 

to  immediate  buyer  under   rule,  96,  rr. 
109,  123,  128 
of  ticket  for  stock  sold  out,  r.  147 
for  demanding  bank  notes,  87,  r.  94 
for  fixing  making-up  price,  66,  r.  99 

price  for  unsettled  accounfs,  rr.  122,  132. 
settling  days,  7,  r.  89 
for  issuing  tickets,  77,  rr.  108,  114,  128 

transfer  tickets,  r.  107 
for  leaving  tickets  at  offices,  r.  114 
for  objection  to  hammer  price,  r.  164 
for  passing  tickets,  r.  114 

for  payment  for  securities,  82,  rr.  93,  94,  96,  123,  133 
for  quotation  of  vendors'  shares,  II,  r.  152 
for  realising  security  for  loan  on  default,  103,  r.  172 
for  registration,  47,  48,  rr.  112,  131  • 

for  selling-out,  88,  rr.  143,  144,  145,  148 
for  special  settlement  in  vendors'  shares,  8,  r.  loO 
of   receipt  of  ticket  to  be  endorsed,  r.  114 
when  not  fixed  by  contract,  reasonable,  203,  230 
TIME  BARGAINS,  248 
TITLE, 

certificate  is  evidence,  of,  33 

is  not  warranty  of,  36 
defect  in,  to  negotiable  instrument,  45,  46 
equitable,  156 

by  deposit  of  certificate  aud  blank  transfer,  160,  161 
holder  of,  not  liable  to  be  made  contributory,  165 
notice  of,  to  company,  164 
legal  and  equitable,  156 
priority  of,  158 
requisites  for  legal,  lo6,  157 
warranty  of,  183 
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TRANSFER, 

beuror  securities,  40-47 

Britisli  loan8,  24 

Coloniul  loaus,  28 

corporation  loans,  29 

dobenlnu'  honds,  30 

foes,  r.  107.     And  see  Reiiiftrat-ou.  ' 

foreign  loaus,  28 

Indian  loans,  28 

inscribed  stock,  21-29 

instrument  of, 

blank.      Sec  Blank  Trav^fer. 
certified,  39 

for  stock  by  Pecretary  of  Share  and  Loan  Department,  3+, 

r.  121 
is  good  delivery,  84,  r.  121 
consideration  on,  32,  182,  r.  1)8 

differing  from  tha+.  received  by  transferor,  182 
deed  when  necessary,  31,  32 
numbers  of,  demsindable  in  bank  stock,  r.  110 
seller's  duty  to  prepare,  77,  84,  183 
stamp  on.     See  Sta7tip. 
power  of  attorney  for,  25 
whore  forged,   26 

liability  of  broker  for,  26,  224 
shares  and  stock,  31 
ticket,  24 
unauthorised,  26,  223,  224 

TRANSFER  TICKET,  24,  r.  107 
TRUST  iMONEY, 

differences  on  speculative  transactions  are  not,  201 

following,  198 

in  hands  of  broker's  bank,  201 

Rule  in  Clayton's  Case,  199,  201 

TRUSTEE, 

broker  is,  of  proceeds  of  sale,  200 

is  ui)t,  of  difforences  on  speculative  transactions,  201 
TURN  OF  THE  MARKET,  18,  68  n. 
ULTIMATE  PURCHASER, 

duty  of,  to  obtain  registration,  179 

indemnity  by,  to  seller.     See  Indemnity. 

novation  between,  and  seller,  168 

not  relieved  by  winding-up  of  oompany,  180 
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ULTIMATE  SELLER, 

completion  by,  with  piu'chaser,  168,  181 

does  not  guarantee  registration,  178 

may  pay  call  on  shares  sold,  85 

must  execute  transft^r  tliough  containing  difference  price,  182 

must  prepare  transfer,  77,  84,  182 

no  right  to  rescind  because  directors  refuse  registration,  180 

novation  between,  and  purchaser,  168 

ULTRA  VIRES,  company  acting,  183  n. 

UNAUTHORISED  OLERK.     See  Clerk. 

UNDERWRITING,  commission  on,  133  n. 

UNITED  STATES  securities.     See  American. 

UNLIMITED  offer,  56 

UNREASONABLE, 

customs,  124,  125,  194,  196,  250 

rules,  125, 127—130 
UNSETTLED  BARGAINS.     See  Banjaint. 
USAGE,     See  Custom. 
VALUATION, 

of  loans,  on  default.     Sec  Default. 

of  options,  on  default.     See  Default. 

of  rights  on  options,  53,  54,  r.  106 

VALUE, 

holder  for,  of  bearer  securities,  46,  47 

of  negotiable  instrument  given  for  gaming,  257 

onus  of  proof,  258 
of  negotiable  instrument  given  for  void  contract, 
257 
VENDOR.     See  Seller. 
VENDORS, 

securities  issued  to, 

quotation  of,  11,  r.  152 
special  settlement  in,  8,  r.  150 

VOID  contracts,  244,  258 

AVAGER.     See  Gaming. 

WAITING  LIST,  13,  r.  28 

WAIVER, 

by  client,  of  unreasonableness  of  custom  ,  250 

of  right  to  buy  in,  89,  rr.  139,  141 
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WAR.     Seo  roiei{:n 

WARRANT, 

dividend,  28 
Bhnrc,  to  bearor,  31 

WARRANTY, 

of  authority  by  broker, 

to  act  ou  power  of  attorney,  2G,  27,  223,  224 
issuing  ticket,  174 
breach  of,  223 

measure  of  damagea  for,  223 

costs  incurred  in  reliance  <jn  antliority,  225 
materiality  of  alleged  principal's  solvency,  224 
of  title,  183 

WIFE  of  member  not  to  be  engaged  in  basiness,  15.  r.  30 

WILFUL  misrepresentation.     See  Fraud 

WINDING-UP  of  company, 

calls  in,  indemnity  against.     See  Indemnity 
no  defence  to  action  by  seller  for  non-completion,  180 
unless  contract  made  in  ignorance  of,  180 

WRITING, 

claims  for  new  stock  to  lie  in,  51,  r.  105 
conimanications  to  committee  to  be  in,  r.  13 
contract  for  sale  of  securities  need  not  be  in,  137 
contract  in,  broker  appearing  as  pi-iucii)al,  138 
contvaet  note  in,  must  be  sent  to  client,  138 
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